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PREFACE 

THIS is, amongst other things, the story of a nation 
which won through the unprecedented ebooomic 
difficulties of the greatest war of history by methods 
which it had despised. National organization triumphed in 
a land where it had been denied. These pages attempt to do 
justice to the magnitude of labour and daring of conception 
which were brought to bear upon the serious problems of 
national and inter-Allied supply. 

It is shown that the ancient distrust of national organiza- 
tion was responsible for the untoward economic conditi<»is 
in which we entered the war. Industries of primary import- 
ance had been n^lected for the purpose of peace, and were 
therefore not available for the purposes of war. The serious 
physical deterioration of the people, revealed as never before 
by the recruiting returns, is also traced to the denial of 
scientific organization. 

As to the position which obtained at the close of the war, 
it is argued that the nation possessed, in the imperfect but 
very valuable national organizaticm which had been achieved 
for war purposes, a foundation upon which truly to recon- 
struct industry and society. The policy of dissolving the 
national synthesis, and of resuming the old untrammelled 
conditions of disorder, is denounced as amounting not to 
neoonstruction but to the destruction of great and fruitful 
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It is the aim of this work to direct attention to the supreme 
importance of national or social as distinguished from com- 
mercial economy. Its pages will have been written tn vain 
if anything said or cited in them is interpreted as in reproach 
of individual statesmen. It is a system which is here in- 
dicted for the unnecessary losses, sufferings and deprivations 
which marked the progress of the war. It is true that in- 
dividuals were in power who by virtue of their ofBces became 
exponents fA the accepted sy^em ; it shmjld be remembered 
thai they faithfully reflected the doctrines which had been 
embraced by the great majority of the nation. The Triumph 
of Nationalization in the war was a triumj^ of common sense 
and practical work over doctrinaire Individualism. It was 
the greater triumph because most of those who laboured to 
achieve it did so despite their cherished omvictions. 

When, as early in the war as 1915, responsible men of 
great ability satisfied themselves that we had shot our bcrit 
and could do no more, what was the explanation? How 
came they to be so utterly wrong? How was it that the 
nation found itself able to work on and to fight on, not one 
year or two years, but three yean after the summer of 1915 ? 
The answer to these questions goes to the root of the issue 
raised in this volume. Those who thought in 191$ that 
Britain was near exhaustion were right — upon the suppo^- 
tion that a condition of unor^^anized "private enterprise" 
was to continue. They did not conceive the practical possi- 
bilities of national organization, even when effected hurriedly 
and imperfectly in time of war. TTiey were right — if the 
reign of disorder was ever right. We had in 1915 nearly 
viii 
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exhausted the powers of the nation as they could be developed 
and expressed by uncoordinated, irrespcHisible agencies pull- 
ing many different ways. The true powers of the nation, 
however, were yet to be realized — by Nationalization. 

It is for the nation gravely to consider whether that which 
in war magnified its strength and furnished it with the means 
to endure to the end, is not as indispensable in peace if we are 
to make the most of the powers we possess. 

The author made intimate acquaintance with many of the 
problems with which this volume deals. In the first week of 
the war he became a member of the Restriction of Enemy 
Supplies CtMnmittee (afterwards merged in the War Trade 
Advisory Committee), which was chained with the duty of 
examining the questi<Ki of the blockade and of advising the 
Government upon it. In 1915 he was Parliamentary Private 
Secretary to the Minister of Munitions. He then became 
Parliamentary Secretary to the Ministry of Shipping, in 
which office he was Chairman <A the Tonnage Priority Com- 
mittee and of the National Maritime Board, and an ex-ofKcio 
member of the Shipping Control Committee. When he 
resigned office in November, 1918, because of the decision of 
the Coaliticm Government to break up the national organiza- 
tion and to sell out the State factories, works, ships, ship- 
yards and hardly-won stocks, he had thus seen a great deal 
of the etxtnomtc side of the war. 

L, C. M. 
/»iy, 1930. 
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THE TRIUMPH OF = 
NATIONALIZATION 

CHAPTER I 

WEALTH THE PRODUCT OF IDEAS 

§ I : The Challenge to Progress 

DESPITE the gifts of science, civilized life remains a 
sordid and unseemly struggle, and discontents, holy 
and unholy, are everywhere apparent. After five 
generations of the employment oi mechanical power we have 
produced enough of desirable material things to give comfort 
of a sort to the few and a sense of denial to the many. The 
main achievement of what we call popular education has been 
to spread knowledge of enviable satisfactions never to be 
enjoyed by the majority of those who read of them. If we 
have not succeeded in creating wealth adequately, we have at 
least succeeded in producing the illusion that an enormous 
amount of wealth exists, and, by the flaunting of what wealth 
there is, we engender its worship. It goes ill with men when 
an idolatry of wealth is bred in a society which, by its very 
constitution and disorder, denies fruitfulness to the science 
by which we might have wealth. The internecine warfare of 
commerce wastes the labour of the great discoverers — men 
who, for the most part, have disdained the traffic which 
abuses their genius. The '' enterprise " which has been 
applied to the work of the inventors has been of such sort 
that the greater its success the greater its failure. It was 
written, while yet the age of machinery was young — 

The world is too much with us; late and soon, 
Getting- and spending, we lay waste our powers. 
Little we see in Kature that is ours; 
We luve given our hearts away, a sordid boon ! 
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A (^ntury later we still lay waste our powers, getting a 
littU ui'-fevarice and dishonour where we might get much in 
_ oo:qj>cra(ion and happiness. The getting is out of strife; the 
sp^n'din^ is-apon the false products of commercialized indus- 
try. The struggle might be one between the leagued powers 
of men on the (Hie hand, and the forces of Nature on the other. 
We choose rather to squander the greater pact of our energies 
upon misdirected or altogether useless employments ari^ng 
from the conditions of a mistaken spirit of acquisition. And 
so we deprive ourselves both of material and of moral 
satisfactions. 

The gift of science was power to overcome poverty. How 
has the spirit of commerce treated the gift? It has ever 
regarded the machinery of science as an instrument to create 
wealth, not for humanity, but for a class of machine-owners. 
Could the degradation of ideas further go ? Men of genius 
have given the world great inventions, capable of yielding a 
superabundance of commodities. The wealth-giving powers 
are laid waste and made the instruments of degradation for 
the majority. Viewing the resultant misery, unscientific 
moralists often rail at the machines and their inventors, 
instead of turning upon the methods of traffic in men and 
traffic in goods which abuse and frustrate genius. 

The ideas of the artist have suffered no less than those 
of the scientist. Where science has been employed, grudg- 
ingly and clumsily, it has usually been to degrade art, in 
the mistaken commercial conception that Beauty is not 
Utility. The scientist knows that the beauties (rf Nature, 
from the budding of spring to the rime of winter, are expres- 
sions of profound utility. The artist knows that to achieve 
the supremely useful is to accwnplish in beauty the end and 
aim of art. In resigning our industries and our social life 
to commercial exploitation we have consented to the building 
of towns the most depressing in Europe. We have aban- 
doned every common activity to private profit-making, and 
have accustomed ourselves to ■ the larding of conscious 
ugliness with machine-made ornament. Our great cities lack 
creative life. We permit the mercenary degradation of such 
essentially noble trades as that of the builder and of the 
potter, which conspicuously call for the intimate alliance of 
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science and art. Even the nightfall is not allowed merci- 
fully to hide the shapeless masses of masonry -which form the 
background of our city life, for the evening brings the flash* 
ing advertisements <rf drink and tobacco. For the wealth 
fA loveliness which dwells in the glamour of night in a beauti- 
ful town we must seek elsewhere than in places where science 
and artistry are alike despised. 



% 2 : The Gift of Great Ideas 

Civilization in its material aspect is a contest with Nature, 
and its price is unremitting warfare upon natural forces. So 
little is this yet understood in a nation where scientific train- 
ing is exceptional, that it is not long since a British states- 
man, holding high office, declared that it was not the fault <A 
Nature if poverty existed in the land. Unfortunately, there 
is no natural law of abundance or erf prepress. Nature is 
lavish in producing a plenitude of new lives; not in providing 
sustenance for the new lives. Many are bom but few survive, 
for there is no food save for the few. The nesting of the 
birds, like the blossoming of the tree, is an emblem of the 
survival of a few lives in a pageant of death. 

Of all animated creatures Man alone, himself a part of 
Nature, rose superior to the order and law of Nature by virtue 
of intelligence. Nature's dealings with Man are precisely 
the dealings of Nature with the birds in a wood, of which, 
while many are born, only enough survive to succeed and 
replace their parents. Man multiplies, and Nature condemns 
his children to death just as it condemns to death the children 
of the thrush or of the nightingale. But Man refuses to let 
his children die. He opposes to the natural order the laws of 
that order directed by himself. He opposes the cold with 
fire; the night with artificial day. He tills the ground and 
causes a thousand blades of grass to grow where only one 
grew before. He applied artificial selection to breeding long 
before Darwin discovered natural selection, and thus imposed 
his will upon many species of plants and animals. 

Thus and thus he not only kept many of his own children 
alive, but, when it suited him, he restrained the operation of 
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the law of death in its application to the young of other 
animated creatures which he desired to increase for his 
pleasure or his profit. 

So Man multiplied upon the earth, but the process of 
multiplication was a slow one until the eighteenth century. 
Nature continued so far to have her way with the offspring of 
men that, in the old days of big families, a large proportion 
of the children found their way to the churchyard within a few 
years of their birth. Then arose the great gift of Power 
derived from the burning of fuel — the translati^on, that is, of 
heat into mechanical energy. This came in the middle of the 
eighteenth century, the date of James Watts's first steam 
engine patent being 1769. Nineteen years previously iron 
had been for the first time smelted with coal fuel. Thus men 
obtained ample quantities of the most useful metal with which 
to construct advanced tools, and power with which to drive 
those tools. The Mechanical Age began, and in a long suc- 
cession of discoveries and inventions the scientists have placed 
at our disposal a wealth of Nature-knowledge with which to 
contest Nature. Man has been given some degree of mastery 
of his world and some faint knowledge cA the universe. The 
as<%nt continues — 

Emerged from Nature, Nature's rebel son 
Mounts to his kingdom ; it is well begun. 
So great has been the endowment of knowledge that, 
maugre its abuse by ignorant and covetous men, it has not 
wholly failed in achievement. The wealth cA ideas is so 
magnificent that, despite neglect and frustration, it has in- 
creased population and enlarged the fund of material com- 
modities. But the progress of science has been out of all 
proportion to its commercial employment. In 1869, one hun- 
dred years after James Watts's invention of a real steam- 
engine, coal fuel was still being used prodigally in wasteful 
contrivances, and philosophers were expressing regret that a 
century of mechanical power had done nothing to relieve the 
toil of the common man. Another half-century has elapsed, 
and still the greater number of our power plants are pro- 
digally wasteful of the chief national treasure. The greatest 
evidence of the presence of coal in a British city to-day is 
not wealth, but the filth which is a direct proof of the waste 
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of coal. And so disgracefully have our governing powers 
neglected the education <rf the people, that there is scarcely 
one person in a thousand who understands that smoke is 
evidence of the squandering of a great inheritance. 

The scientists themselves view the abuse <rf their gifts with 
dismay. Speaking of man's neglect to "accomplish his 
destiny and escape from misery," Professor Ray Lankester 
deplores the ignorance in which our people are left in respect 
of the heritage of knowledge. "The explanation is," he says, 
"that the masses of the pe<^le, in civilized as well as in un- 
civilized countries, are not yet aware of the situation. When 
knowledge on this matter reaches, as it inevitably will in time, 
to the general population, it is certain that the democracy will 
demand that those who expend the resources of the com- 
munity, and as Government officials undertake the organiza- 
tion of the national defence and other great public services 
for the common good, shall put into practice the power of 
Nature-control which has been gained by mankind, and shall 
exert every sinew to obtain more. To effect this, the de- 
mocracy will demand that those who carry on public affairs 
shall not be persons solely acquainted with the elegant fancies 
and stories of past ages, but shall be trained in the acquisition 
of natural knowledge and keenly active in the skilful applica- 
tion of Nature.<x>ntrol to the development of the well-being 
of the cMnmunity." ' 

And thus also Professor Frederick Soddy, to whose bril- 
liant investigations of radio-activity we owe so much. "The 
uses already made of science," says Professor Soddy, "show 
how necessary tt is that a new social order be developed before 
a million times more awful powers are unleashed by man. So 
far the pearls of science have been cast before those who have 
given us in return the desolation of scientific warfare and the 
almost equal desolation of unscientific government. In the 
world that is to come the control of financiers, lawyers, poli- 
ticians, and the merely possessive or acquisitive must give 
place to a system in which the creative elements must rule. 
. . . Common ownership of the acquisitions of science is the 
only path of prioress." ' 

* "Tbe Kingdom of Uui," p. 47. 

■Prcrfewor Frederick Soddy in tb« Daily Htrald, Januaiy 30, 1930. 
S 
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In one direction, and in one alone, the scientist was given 
fair opportunity in our country before the war, and that was 
in the building of battleships. The modern battleship is a 
complex, devilishly clever combination of inventiwis which 
(ills the mind of unregenerate man with enthusiasm. The 
ingenuity of the thousand and one devices for smashing up an 
enemy while taking as much care as possible of oneself whidi 
goes to the making of a super-Dreadnought is at least a 
tribute to the genius of men, if not to their most generous 
attributes. Considered merely as a gigantic machine, the 
modem warship is a mighty monument to the d^ree of coa- 
trol of natural forces which is now at our disposal. To which 
part shall we award the palm of ingenuity? There is the 
turret, the independent revolving fort which can continue in 
action although all the other similar forts in the ship have 
been disabled, with its majestic guns which can launch to any 
point of the compass for six or even ten miles an en(»mous 
projectile capable of wreaking tremendous damage, and which 
is yet under such facile control that a tyro could probably 
make a better shot with one of its twelve-inch guns than he 
could with a revolver. But the turret and its contents must 
give pride oi place to the modem torpedo, that extraordinary 
weapon which not only contains its own driving mechanism 
to take it to its objective, but cunning devices which prevent 
it from turning either to the right or to the left, or from 
sinking or riang in the water, a hair's breadth out of its 
appointed course. 

Let us contrast this picture of scientific efficiency with 
another department of the art of construction — that which 
is concerned with the building of houses. The houses of the 
people have been deliberately constructed out of second-rate 
materials. Rarely or never do we find them built with any 
regard to the position of the sun. They are universally fitted 
with inefficient appliances, which waste alike the income of 
the occupiers and the work of the women who slave at house- 
hold duties within them. Almost the whole of our houses 
lack the devices which have been invented to diminish house- 
hold labour and to promote domestic economy. The fittings 
and stoves are the cheapest rubbish ; the kitchen range is an 
unintelligent lump of cast iron. Finally, the structure is as 
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u^ly as it is comfortless. And that is to speak of the hous^ 
when newly built. As for the majority of our houses, a long 
continued process of inadequate repair has made them fit only 
for the scrap-heap. 

This contrast of the deadly efficiency of a battleship with 
the still more deadly inefficiency of a dwelling-house is a 
faithful illustration of the use and abuse of knowledge which 
is implicit in our society. The cunning battleship floats mag- 
nificent while the average British householder lives in an ugly 
and clumsy construction unworthy of human ingenuity tw- 
cause, while the building of battleships is regarded as a thing 
of national importance, the building of houses is left to the 
play of the lowest of all human motives. 

No greed of (he scientist has been responsible for the 
melancholy misuse of his genius. It is not only true that the 
greatest minds have disdained commercial methods, but that 
the legi^ture has always denied property in ideas. 



§ 3 : No PROPEaTf IN Ideas 

Our law, in common with that of other countries, denies 
property in ideas, even when they are of a sort which can be 
reduced to specification. Here are the important parts of the 
secticHis of the Patents Act of 1907, which deal with the 
duration of a patent of mont^xtly : 

Section 17 (i). — ^The term limited in every patent for the 
duration thereof shall ... be fourteen years from its 
date. 

SeGti<»i 18 (5). — If it appears to the Court that the patentee 
has been inadequately remunerated by his patent, the Court 
may, by order, extend the term of the patent for a further 
term not exceeding seven or, in exceptional cases, fourteen 
years. 

Id the ordinary case, that is, a patentee is given property 
in his inventicMi for the exceedingly short term of fourteen 
years. At this moment most tA the great inventions are un- 
protected by patents. Their inventors have long since passed 
away, and in few cases, it may be added, have they founded 
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fortunes. Even as to the great inventors now living, most 
of their ideas are no longer protected by monc^ly. For 
example, one of the chief patents of Marconi expired in the 
year the war began. In any case it is clear that almost every 
existing invention, important or unimportant, is either public 
property at this moment or will become so within fourteen 
years from this time. The mass of ideas at the disposal of 
industry is now so great and so valuable, that if invention 
came to an end we should possess a heritage of knowledge 
sufficient to abolish poverty. 

It is equally clear that the object of the Patent Law 
has not been secured. The inventions have not been used in 
such fashion as to produce a harvest of wealth sufficient to 
maintain the majority of our people in comfort. We pos- 
sess the ideas, not only of British inventors, but of those 
of the men of all races, living and dead. We signally fail 
to employ them, and our failure is so great that there is no 
man amongst us who is not poor. It is true that a so-called 
rich man may cut himself off from his kind in some beautiful 
estate, and by that means endeavour to forget the conditions 
(A life of the majority ; by no other means can he escape from 
the universal poverty. If he emerges from his seclusion, if it 
is only to travel to the terminus of any railway, he will find it 
impossible not to share in the disorder and discomfort of the 
common life. The chief streets of the capital are flanked by 
purlieus of degradation and squalour. The Houses of Par- 
liament themselves are set hard by the slums (A Lambeth, 
where every prospect is vile. 

Death brings all estates to examination socHier or later, and 
we know by the official records that nearly all our people die 
without property worth taxing. It is for the most part a 
projjertyless people in a country where there is no property 
in ideas. What, then, has happened to the ideas? The 
scientists have established the command of power in Britain, 
which is one of the few countries favoured with a great coel 
supply. It has been discovered how to transmute coal energy 
into mechanical energy, mechanical energy into electricity, 
and electricity again into mechanical power, or heat, or light. 
We can move with ease great masses of material by road or 
rail or water. We have machines in oouatless variety with 
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whidi to work upon wood and metals and fibres. What, 
then, have we lacked that, possessing so many ideas, we 
bave failed to produce enough wealth for our pe<^]e? 

The answer is that the nation's magnificent stock of work- 
ing ideas, with which it has been freely dowered by all the 
world's genius, has not been worked in the public interest. 
From the beginning (rf power in the middle of the eighteenth 
century the expl<Mtation of ideas has been, not carelessly, but 
quite deliberately, and as a matter of principle, resigned to 
what is called "private enterprise," which, in effect, means to 
the pursuit of individual gain. If individuals arose among us 
who thought that they saw in any particular invention a 
means to make money, we were content. We were equally 
content if they did nothing. Indeed, there were always 
plenty of people who were prepared to prove that if nobody 
did anything it was the best possible thing that could 
happen ; for, whatever happened as an expressitm of private 
enterprise, whether something or nothing, was necessarily 
right, and the best possible result that could be attained or 
hoped for. 

So it was that when the war brt^e out we discovered that 
we lacked alt<^ther, or possessed in some quite rudimentary 
and inadequate form, industries of vital importance concerned 
with the exploitation of great ideas which had been conceived 
sometimes in our own and sometimes In foreign countries, 
but which had not attracted the attention of the intelligent 
investors. 

In the four years before the war commenced, British in- 
vestors had invested about ;f 6oo,ooo,cxx> in places abroad, 
even while at home a thousand fruitful oppmtunities were 
neglected. It mattered nothing in our accepted view of the 
national econcMuy. It happened; it was right because it 
happened. We did not interfere ; it was not good to inter- 
fere. TTie Government did nothing; it was the duty of 
Government to do n<Mhing. We even looked on undismayed 
while British capital set up armament works on the Continent 
of Europe in countries allied to a nation against whose Naval 
Law we were feverishly building a larger Navy. So war 
came, and British ships were sunk in the Mediterranean by 
itw^ines which Briti^ capital had helped to create; the tor- 
9 
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pedoes of Fiume sent our sailors to the bottom of the Medi- 
terranean while our Government borrowed money to set up 
national works to produce chemicals which the intelligent 
investor had despised. 



§ 4 : Fate op a Great Idea 

What we have lost through the abuse of great ideas may 
be illustrated by that invention of which, perhaps, the nation 
has the most right to be proud — the railway. 

The develcfpment cA railways in the United KingdcHn ¥ras 
abandoned to individuals in pursuit of gain, with the almost 
universal approval of the econfuntsts of commercialism. The 
genius <rf the engineers became the prey of the profiteer. 
The early history of our railways 15 of fierce struggles between 
landlords and promoters, not to utilize a great idea to the best 
advantage of the pe(^le, but to make quick gains. The land- 
lords saw in the invention, not the means to promote public 
welfare, but the power to bleed capitalists in outrageous prices 
for land. One landowner received ;£i30,ooo as the price of 
withdrawing his opposition to a Railway Bill ; this sum, of 
course, is still written as "capital " in the railway books and 
still bears interest. The London and Brighton Railway paid 
j^S,ooo a mile for its land. The railway speculators fou^t 
in our Parliament for control of "fat" routes; the parlia- 
mentary costs of the L<Hidon and Brighton line came to 
;^3,ooo a mile. These things were "economic " in the sense 
in which the word is used by the commercial economists; 
they were perfect and frcun one point of view most admirable 
expressions of the "enterprise " which then as now frustrates 
the scientist. The greater the success <JL the "^iterprise " 
the greater the national failure. There was no naUtxial 
economy to call for the development <A railways in the public 
interest — railways which should run in routes chosen 
scientifically to create an ideal transport system. 

So to-day, in igao, nearly one hundred years after 
Stephenson built his "Rocket," British railways are an in- 
convenience to rich and poor alike. The super-tax payer no 
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more than the workman has power to join tt^etber the de- 
liberate and calculated discoanections. To cross England 
is a matter of the greatest difficulty. The railway servants 
themselves cannot help us, because those of one line know 
DOthing about the strange dcMngs of other lines. To travel 
from NtM^olk to Wales, or from Wales to Essex, is to make 
(me wonder how goods, which have no power of OHisulting 
Bradshaw, ever get to their destinations. Even in a single 
county, as, for example, in Surrey, it is often exceedingly 
difficult to transfer OHnmodities from one locality to another 
by railway. 1 find in every district of the country that the 
people are convinced that they have the worst existing local 
railway, and it is hardly Hibernian to say that in each district 
they are right who thus think, for qur local railways con- 
sidered as a whole are so extremely bad that it is difficult to 
present the palm of incompetence. 

Porter, in his "Pn^ress of the Nation," writing in 1847, 
only eighteen years after the "Rocket," pcnnted out that 
Belgiimi, pursuing a national economic policy, was enjoying 
much lower railway charges than obtained here (a penny a 
mile first class), and remarked : '" It is more than probable 
that if the Belgian railways had been constructed by means 
of private capitalists, the rate of fares would have been much 
higher than those adopted by the Belgian Government, which 
has been contented for a time to draw its profit indirectly 
frcnn the gnieral impetus which so greatly improved a syi^em 
of transport could not fail to give to the business of the 
otuntry, rather than from an immediately remunerative rate 
(rf fares." 

The Belgian advantage remains to our own day. The 
railway, invented by British genius, yields better fruit to 
Belgium (and to Germany) than to the land of its birth. 

Some pef^le imagine that our railways suffered because 
we were pioneers. As a matter of fact, George Stephenson 
[WMieered on the Continent as well as here. The true cause 
of our railway troubles was well stated by Porter, who went 
straight to the heart of the matter:' "The lotsses /afr« 
system, which is pursued in this country to such an extent 
that it has become an axiom with the Government to under- 
take nothing and to interfere with nothing which can be 
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accomplished by individual enterprise, or by the associated 
means of private parties, has been pregnant with great loss 
and inconvenience to the country in carrying forward the 
railway system."' 

Gladstone, like Porter, saw very clearly that foreign coun- 
tries, even in those early days, were gaining more by British 
genius than Britain herself. In 1844, in moving the SeoHid 
Reading of his Railway Bill, which bestowed upon the State 
power to buy out the railways — a power which it still pos- 
sesses — pointed this out to Parliament, and added : " I believe 
that the charges on the Belgian railways are not more than 
one-third of our charges. . . . Because this country is rich 
it is no sound reason why it should pay the railway companies 
more than necessary, or that cheap travelling should not be 
provided for the public. But there is no likelihood that the 
great experiment of the greatest possible cheapness to the 
public will be tried under the present system." There were 
railway directors in Parliament in 1844, as in 1920, and the 
chief opponent of the Bill was a Mr. Russell, the chairman 
of the Great Western, who, said Mr. Gladstone, "adt^ted a 
very high tcHie," and offered the public, "Oh, trust to com- 
petition I " as a consolation. "I would no more trust the 
railway proprietors on railway matters," went on Mr. Glad- 
st<Hie, "than I would Griicchus speaking of sedition I " And 
he pnxeeded to divert the House of Commons by a story (rf 
how two railways had first quarrelled over CMnpetitive lines, 
but had since become " like lovers — hienes mimictfue, 
amitiixia sempitemce,'' Seventy-six years have passed, and a 
Transport Minister is gravely considering a railway pdicy — 
ars longa, vita brevis. 

The railway thus neatly illustrates the general case <^ the 
relation of science to commercial economy. Brilliant dis- 
coveries and inventions are debased by commercialism, which 
regards the scientist, if at all, as a tool for individual gain. 
The inventors, British and foreign, live and die, and their 
ideas become public property ; but there is no public authority 
charged with the duty of using knowledge for the common 
good. The commercial economists either neglect the issue 
I P- 336- T^^ p*sugs is not to 
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alti^ether' or pin their faith to the scramble for gain which 
gave us, amongst other things, our inconvenient and wasteful 
railways. 



§ 5 : The Relation op Capital to Ideas 

Ideas, the true source of wealth, have been thus misused 
and frustrated by a system which has never sought to apply 
them to the public good. Bad as is the case of railway ex- 
ploitation, it is superlatively good when compared with that 
<rf the majority of our industries. In the past our traders 
have again and again complained of railway inefRciency and 
railway exactions, but they have forgotten, in doing so, that 
the railway carries on a business far more economic than their 
own. The nature of the railway is such that it technically 
compels a certain degree of efficiency. It is so obviously 
stupid to run competitive railway tracks side by side that, 
although this absurdity is actually to be seen in some parts 
of the country, it is only fair to say that it does not generally 
occur. How different the case with industry in general, in 
which parallel tracks are the commonplaces of working. Our 
railways, uneconomic as they are, constitute a model of effici- 
ency when compared with ordinary industries, in which 
individuals are free to multiply useless offices and services. 
It is, of course, exceedingly amusing to see such a case as the 
two termini at Victoria, London, where the London, Brighton 
and South Coast Railway touches but does not join the South 
Eastern and Chatham Railway ; but this particular stupidity 
is a shining example of efficiency when compared wi^ the 
wasteful intricacies of commerce in general. 

Unfortunately economics has never sufficiently studied the 

* One of the faw economist! vbo hkv« made more than pusjng Teferanee 
to tlie TdatioD of wealth to ideu ii PTof«a«or OiailM Gide, «f Paris 
UnireTsity, who, in his btiHiant treatise on "Political Economy," dassifiea 
InTcntioi as one of tfatM braDches <A Labour — Uaaoal Labour, the Laboui c^ 
lovratioo, and the Laboui of Saperviiioa. Bat thia it not v«ry taUafactory, 
fan (witbir the hardest work nor the ^lest supacviuoB caa produce an aitioa 
or terrice or valtie nnlesi ezBrtBd upon a fruitftil idea. Invention is the 
prime factor ia wealth production, and it is mudi more than that. It is 
tbe disttDgniahing ctaarscteriMic of Man, which eoabled him to defy and to 
fluottr the Nature from which be emerfed. 
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relation of capital to ideas. A great deal has been written 
about the "reproductiveness of capital," as though a mere 
orilection of inert matter could have any value apart from the 
ideas which it embodies. Capital is productive, it is said, 
and the saying is in direct conflict with the verities of physical 
science.* Research in physics might indeed be spared if it 
were true that as soon as a quantity of inorganic objects was 
accumulated it began to breed. As Professor Soddy has 
said : " I defy anyone to find ia Nature a process for the 
spontaneous increment of wealth to offset the human conven- 
tion of the spontaneous increment <A debt at compound 
interest." ' It would indeed be far more wonderful than 
radium itself if chairs or tables or loa>motive engines repro- 
duced themselves, and, unfortunately, neither ProfesscH- 
Soddy nor any other scientist can hcdd out any hope that they 
will ever do so. 

Wealth is the product of ideas. Invention alwie enabled 
Man to avoid the effects of, or to master, natural law. It is 
not the inert machine, but the clever invention which it 
embodies, which is the reproductive factor. It is not the cost 
of the machine — the amount of money sunk in it — but the 
genius of man wedded to the labour of man which gives the 
product of the machine. 

But the scientific truth about capital goes further still, and 
it may be briefly stated thus : 

Capital, which consists of a store of commodities at any 
given moment of time, produces not interest or increase but 
decay, the decayed capital consisting of exactly the same 
amount of matter, but assuming different forms. 

Thus a locomotive is built, and represents a portion of 

' Note, however, thkt Ptolenot TAOMig, of Hsrrud Univeraity, after 
referiing to the aapeiioi ecouomj of odc form of CBpit4l, a railway, a* coco- 
paied with another form of capital, horN transport, says : 



" This cooaequenoe hai sometimes beea stated by aayiKB tl>at capital is 
piodnctive ; a phiaae which must be used with care. The strictly accurate 
itatemont is that labour api^ed in aoma ways is more productive than 
labour applied in other ways. TooU and mardunery, bnildinga Mid 
iraterials, are theauelvea made by labour, and reftieaent an inlantMdiUe 
stage in the application of labour. C^it^ as soch is not an indapODdeot 
factor in production, sad there is no separate productiTeness ct rarJtal 
When, in the following pages, the productivity of capital is spoken oti the 
lan^ua^e must be taken ss elliptic, eipiesaing conciselj tlw reanll at tbe 
capitalistic ^^ication of labour.'' 

' Letter pabUshad in the Timet, May aj, 1910. 
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capital stock. Leave it to Nature, and it rapidly decays. 
Nature sets no more store by steel than by oxide of iron. 
It does not really disappear, and its matter neither decreases 
nor increases; chemical action translates the machine into 
different forms of matter. Such translation can only be pre- 
vented by exerting continual labour upK>n the machine, and 
no matter how much labour is expended upon it, its effidency 
greatly diminishes in use. The work done by the machine 
during its repaired existence may be much or little, but what- 
ever it is it is due to the line (rf inventors who, from Watt 
to Stephenson, gave the world the idea or combination of 
ideas which we call a loc(»notive. H anyone at all should be 
kept in idleness because we possess this idea or combination 
of ideas, it should surely be the descendants of the inventors, 
not the descendants or heirs of persons who, ninety years 
ago, lent money to a railway promoter to be paid to a lawyer 
to fight a landlord. 

Or take that part of railway capital <Higinally subscribed 
which went to buy the metal track. The rails within a few 
years were worn out and scrapped; nevertheless, the ghosts (rf 
those departed rails still Bgure on stock certificates as part 
of the existing capital of the railway, and early in 1930 the 
railways were said to be running at a "loss " because the 
Government had guaranteed on behalf of the nation to pay 
interest in respect cA commodities which as commodities long 
ago disappeared frcHn the face of the earth. 

Thus throughout our society vanished capital demands its 
toll in defiance of scientific law. Despite this, as we have 
seen, we deny to the surviving wife of a great inventor, how- 
ever poor she may be, or to the grandson of a great writer, 
however glorious his work may have been, any profit out 
of the fructification of his genius. Thus we declare the dead 
to be living and the living to be dead. Let us not be sur- 
prised, then, if the modem scientist derides the pseudo- 
science of commercial economics. 

Obligation rests upon a community to honour the promis- 
sory notes of a discarded system, and it is not suggested here 
that some innocent modern should be expropriated without 
compensation in respect of a form of property indefensible on 
both moral and scientific grounds. It is not for an intelligent 
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community, however, to perpetuate folly, and to look on 
unmoved while new obligations are being fabricated.* As 
we shall see presently, BHtlsh ships sunk by the Germans 
are "earning " larger profits at the bottom of the sea than 
ever they did while afloat. 

It is the conception <A the present argument that ideas 
should be used by the community cooperatively on behalf 
of the oommunity, and not merely for the benefit of such 
people as care to put up funds, adequately or inadequately, 
to build the machines or factories necessary for the working 
of the ideas. It is the conception of a nation employing 
science in the interests of the community at large, so that 
the people would no longer have to look to private capitalists 
as the givers or withholders of employment. The capital 
used would live its appointed term and die its natural death, 
just as happens to the capital used in connection with the 
Post Ofiice. It would not, save in an interim period of 
regard for the existing owners of capital, bear interest, and 
would not therefore sustain any part of the OHnmunity in 
wasteful and injurious idleness. Ideas, however, would 
flourish as never t>efore, and their cultivation would mean a 
nobler life and an adequate equipment of personal property 
for the whole community. No great inventive power was 
required to discover that one man possessing money could 
take advantage of another who lacked it. While the indi- 
vidual is powerless to protect himself from greed, however, 
a nation can make itself at once independent of usury and 
master of the powers of production. 

■ See pag« 157- 
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CHAPTER 11 

WHY POVERTY REMAINS 

% 1 : Two Thousand Million Workers 

IF we use money counters to measure our material pro- 
duction we get an extraordinarily poor result. The 
Census of Production of 1907 showed that the value, at 
points of production, of all the material goods produced for 
home and export, from coal to the worst rubbish made for 
sale to the poor, and including the value of all imported raw 
and manufactured materials embodied in them, was no more 
than ;f 1,469,000,000, made up of 

ProaMttt 0/ itmem ^ 

Mines and Quarries 
Manufactures 



Add for Inqmrted Materials, etc 485 

In 1920 the money value of our product is, of course, 
larger, but the product itself is, if anything, smaller. It 
is obviously inadequate for 47,000,000 people. Our Acquisi- 
tive Society, as Mr. Tawney has called it, has failed in pro- 
duction in ^e light of the powers which it possesses. It is 
all very well to compare the product of any manufacturing 
industry in 1920, or, if we will, in 1913, with its output in 
the eighteenth century, but such a method ignores the mag- 
nification of power in the interim. We must measure modern 
• production in relation to the possibilities of the existing case. 

It was not without reason that John Stuart Mill wrote 
fifty years ago : " It is questionable if all the mechanical in- 
ventions yet made have lightened the day's toil of any 
human being," and with slight emendations we can truly 
repeat these words in 1920. Mill knew of many inventions, 

c 17 
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and we know of many more, but still the mass of our people 
is subjected to unnecessary toil. To-day man-power has 
been potentially multiplied a thousand-fcrfd. To name only 
one instance out of many that might be given, a modern 
cotton-spinning machine, tended by one man and two boys, 
can do as much work as 4,000 spinners could do in 1750. It 
is true that in many trades a man, with the aid of power^ 
can do much more than a thousand times the work he could 
have done 150 years ago. 

Let us think what this magnification of power means in 
relation to the working force of our population. In 1750 the 
population of the United Kingdom was about 10,500,000, and 
perhaps included about 4,500,000 breadwinners. In 1920 our 
population is about 47,000,000, and includes about 20,000,000 
persons working for gain. 

If we take it that the 30,000,000 workers have had their 
potential powers of production multiplied by science in the 
last 150 years, not 1,000 times, but <Hi1y 100 times, their 
working power has become that of 2,000,000,000 persons of 
the conditions of 1750. 

To put it another way, the 10,500,000 people of 1750 had 
4,500,000 workers, whereas the 47,000,000 of 1920 have, in 
potential effect, 2,000,000,000 workers. 

If we consider the achievements of the inventors we 
realize that this estimate is by no means an extravagant one. 
I have drawn a striking comparison from the cotton trade, 
but I might go on to compare railway trstnsport with pack- 
horses and wagons ; or the steamship with the sailing vessel ; 
or the mechanical tractor with the horse-plough ; or the modem 
printing press with its ancient prototype; or the steam 
hammer with the hand forge. To multiply by (wie hundred 
to express the increase in the working power of our existing 
population as compared with that which obtained in 1750, is 
to minimize the value of the gifts of science if properly used. 

We may then confidently say that, upon a very moderate 
computation, we have in this country in 1920, in possible 
effect, 3,000,000,000 people of the power of 1750 working for 
47,000,000 people. Our working power is not less, but far 
greater than our needs. We have the means to contest the 
forces of Nature in such sort that condititms of grinding work 



Dig-izedtyGOOgk- 



Why Poverty Remains 

or of poverty are a reproach to the use which we make of 
acquired knowledge. 

The under-production of our 47,000,000 people arises 
from many causes, all of which operate to frustrate science. 
The most important of these are : 

(i) The divorce from production of an increasing propor- 
ti(Hi of workers. 

(2) The poor technical equipment of many producers. 

(3) The defective organization of producers. 

(4) The waste oi work in competiticMi. 

(5) The production of rubbish. 

(6) The production of luxuries. 

(7) Physical deterioration, and 

(8) The lack of scientific education. 
Let us ccmsider these in their order. 



§ 2 : The Divorce from PRODUcnoN op an Increasing 
Proportion of Workers 

The increasing devotion of work to non-productive 
pursuits has proceeded fori passu with the development 
of Capitalism. The beginnings of Industrialism in the 
eighteenth century saw. the employer furnished with an 
abundant supply of labour, recruited from agriculture, con- 
tent to take a small advance upon the poor agricultural 
rate of pay. The conditions of life of the peasantry were so 
bad that the passage to underpaid industrial work appeared 
in the light, comparatively, of a great gain. So the low 
wage system began and prevailed here, as in other parts of 
Europe, until the outbreak of the Great War. The introduc- 
tion of machinery into agriculture released an increasing 
number of workers for industrial pursuits, who crowded into 
the towns. These were bad conditions but, bad as they were, 
th^ nevertheless increased the wealth of the country, and the 
population grew as never before. The inventws were, in 
effect, mabling people to keep their children alive where 
before they perished. If, hai^ily, there had been scientific 
control of the industries, and of the urban areas which housed 
»9 
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the increasing population, we should have had eflBcient 
factories and healthy towns. As things were, no organiza^ 
tion of work was attempted, and the Industrial Revolution 
witnessed the growth of competitive units of capital, for the 
most part utterly indifferent to the welfare of their workers. 

As the employers accumulated profits they called into their 
personal service a considerable number of workers, and, by 
their expenditure on luxuries, established trattes which 
absorbed an increasing part of the working population,' 
Further, the unnecessary complications of individualist in- 
dustry surrounded each productive trade as it grew with a 
fringe of non-prx>ductive agents, wholesale and retail middle- 
men, accountants, lawyers, advertising agents and insurance 
men. These, in their turn, became considerable employers 
of labour diverted from production. Thus an increasing 
proportion of the community became non-producing. The 
growth of invention and the increased use of machinery, in 
the given conditions, thus largely became a process of self- 
stultification, the practical use of inventions being relegated 
to a decreasing proportion of the community, while an ever- 
growing army of non-producers came to be supported by the 
decreasing proportion of producers. If, therefore, we were 
to re-write to-t^y John Stuart Mill's dictum already quoted, 
we should say : " It is questionable if all the mechanical in- 
ventions yet made have lightened the day's toil of any human 
being engaged in useful industry; it is, however, unques- 
tionable that the extended use of mechanical inventions has 
enabled millions of people to exist without producing, and to 
follow economically useless occupations, while their material 
maintenance is supplied by the over-working of the 
producers.'* 

So far has been carried this process of living upon the 
productive work of a limited section of the population that 
one can point to towns and areas which consist almost entirely 
of non-producers. Thus, if we take the case of London, the 
London County Council area has a population of over 
4,500,000, but it contains only about 400,000 manual workers. 
These manual workers in their turn are, on analysis, found 
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very largely to consist of mere luxury providers, jobbing for 
non-producers. For the greater part, London consists of a 
mass of c^cials (most of them the officials of capitalism), 
middlemen, commercial agents, brokers, merchants, insur- 
ance agents, travellers, shop-keepers, clerks, and altogether 
unoccupied persons. So, also, we could point to districts 
near London which are entirely populated by non-producers 
and by persons who live by reason of the expenditure of the 
non-producers. Square mites of streets in our great towns 
are occupied by non-producers, some of them in commercial 
palaces as the (Petals of great OKnpanies, and others in 
cri}scure offices on the fourth, fifth, or sixth floors of obsolete, 
inconvenimt, and uneconomic buildings. 

If we reduce the thing to figures with the aid of the 
Census, we find that the Census of Production of 1907 re- 
vealed that the United Kingdom, which then had a popula- 
tion of 44,000,000, contained no more than 10,500,000 direct 
producei^ of material commodities. If we make allowance 
for the other really productive industries, such as transport 
and the productive professions, we see clearly that millions of 
unfortunate persiHis are condemned, through the lack of 
national organization of work, to tasks which ccmtribute little 
or nothing to the national welfare. It should be understood 
that the figure 10,500,000 was inclusive of all the men, 
women, boys and girls engaged in productive employment, 
including farmers and all agricultural workers. 

// we take industrial employment only, in 1907 the number 
of men, women, boys and girls employed, including salaried 
persons, was only 7,000,000. Of this 7,000,000 only 
4,250,000 were males aged eighteen and over, and one-fourth 
of them were engaged in mining. 

It should be observed that, in hundreds of thousands of 
cases, men in 1920, so far from gaining in their work by 
the inventions of one hundred and fifty years, have become 
d^raded in comparison with the position enjoyed by their 
predecessors of 1756. Thus, if we consider the familiar case 
of an able-bodied door-opener to a West End shop or 
restaurant, we see that so far from producing, with the aid 
of science, one thousand or one hundred times as much as a 
man of the eighteenth century, he produces nothing, whereas 
21 
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the common man of 1750 was at least a producer of some 
sort. 

I shall have occasion to return to this very important 
question of the unnecessary trades and the work wasted in 
them. I hope I have said enough here to show how profound 
is the effect of the divorce of work from fruitful production. 
Science presents us with some method of saving labour. 
Instead of using that method to multiply the products of 
work, we use it in large part to reduce the number of pro- 
ducers, so that the servants of science become fewer as science 
advances. Science is thus made to cut its own throat. 



§ 3 : The Poor Technical Equipment of Many Producers 

It is unfortunately true that only the minority of our 
minority of industrial workers has the good fortune to work 
with the best appliances known to science. The majority of 
our existing industrial establishments are not properly fitted 
for the work they have to do. It is the exception to see a 
thoroughly up-to-date industrial organization equipped with 
the best machinery known, using power economically, and 
furnishing its workpeople with decent comfort in their work. 
As to power, the verdict was written by the Report of the 
Royal Commission on Coal Supplies (1905) when it pcrinted 
out that, taking our power users as a whole, they used five 
pounds of coal where they ought only to use two. As to our 
3,000 coal mines, it is doubtful whether as many as one-third 
could be considered abreast of the times in point of equipment 
or appliances. Here is an extract from the proceedings <rf 
the Coal Commission of 1919. Mr. Mottram, Inspector of 
Mines for the South Yorkshire District, was under examina- 
tion, and the following passages are from the official report 
of the evidence : 

"Question 2435. Taking your district, will you kindly 
tell us what is the prt^wrtion of what I may call modern up- 
to-date plants; where you have got up-to<late and efficient 
winding machines; where you have got a shaft of consider- 
able capacity ; and where you have got a cage which will hold 
a considerable number of men admitting (A rapid winding ? 
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"Answer. Probably about one-third. 

"Question 2450. May I put it to you further that if you 
had a unified control of the mines <rf this country you couid 
have all these mines easily brought up-to-date out of the 
general pool of profit ? 

" Answer. I suMX>se you could if the money were forth- 
coming. The worit could be done provided you have men to 
do the work." 

The Government has been moved to hold an inquiry into 
the flooding of the South Staffordshire coalfield, which has 
robbed the natitm of much valuable coal. Unfortunately the 
public has had little or no oppMtunity to read of the 
matter, which is of grave impcMrtance. Extraordinary evi- 
dence was given at Birmingham as to the methods of the 
colliery proprietors. The Qiairman of the Tipton Urban 
District Council, Mr. W. W. Doughty, testified that mining 
in his area had been "played with by small pr<^riet(KS." A 
man, he said, had first found coal, mined it without regard to 
the damage he was doing, made his thousands, and then 
closed the mine- "We never see him again. He just goes 
h<Hne to enjoy what he has got, and the local authority is left 
to repair the damage he has done at the public expense." 
Another witness told how a coalowner re-opened some old 
workings within 300 yards of Oldbury Market Place, with 
the result that twenty-one houses subsided and 150 persons 
were rendered homeless. This private outrage on the public 
cost the ratepayers ;f 21,000. 

Our factories pay as little honour to scientific prepress as 
our mines. I should like to forget many of the industrial 
establishments I have viated. Our factories and workshops 
too often match the slums in which they are embedded in our 
industrial towns. In too many cases the machinery installed 
is out c^ date, and only fit for the scrap-heap. Here is an 
extract from a letter written during the war by a highly 
slulled worlunan of my acqtiaintance : 

"Glib paragraphs about reconstruction and increase of 
output both annoy and at the same time amuse me, especially 
when I lo<^ round our firm. ' The department here has been 
under water all this week; the cost of a proper building could 
be paid out of the money spent in wages to men who can do 
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practically nothing owing to the conditions of the place. 
There is one little grindstone for several hundred men ; s(Hne 
have to come about half-an-hour's walk to use it to grind a 
few tools — cost about two hours' pay. One small circular 
saw, constantly out oi order, and wt^n out as an e£5cient 
machine years ago, supplies about i,ooo men. Result, days 
wasted waiting for stuff to be cut. The machinery is on the 

same level. All this is at one of the greatest firms in 

England." 

This criticism refers to a firm regarded as a leading 
concern in its particular trade. The Ministry of Munitions, 
when it toc^ over industrial establishments, was frequently 
confronted with difficulties which arose out of such imper- 
fections of equipment. 

Even our luxury trades are often very badly equipped. 
Our only metropolitan Opera House, where foreign tenors 
draw great incomes from a rich audience, is set amidst petty 
shops and stalls. Ladies who have paid 12s. for a seat in 
what is really the top gallery are c^ered as a cloakro(Hn a 
tiny place which can only be reached by passing through a 
sorry drinking bar. The Derby is run on a racecourse which 
is in such bad condition that the special racing correspondent 
of the London Evening Standard denounced it, after the 
"classic " race of 1920, as a "positive danger " — a track so 
bad that "racing should not be allowed on it." 



§ 4 : The Defective Organization of Producers 

The business organization of productive units is often as 
faulty as the machinery. Until reform was forced upcHi con- 
trolled establishments by the Ministry of Munitions in the 
war, scientific costing was almost unknown in our industries. 
The use of reasonable business appliances in the t^ces of 
productive works has been tabooed until late years, and even 
yet has made little headway. Such things as forms, good 
files and card indexes have been regarded as fads unworthy 
of really "practical " men and savouring of red tape. There 
are, fortunately, some signs of improvement in these respects ; 
the growth of the big trust has scwnetimes brought about 
M 
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ariking changes for the better in business organization. In 
some branches of industry, however, scarcely a beginning 
has been made in scientific business management. 

To name one industry out of many which might be called 
in evidence, it was put in before the Departmental Committee 
on Agricultural Machinery (igig) by Mr. H. B. C. Anderson 
ihat, "the shop organization of the manufacturers, at any 
rate in some instances, left room for improvement; so did 
their costings methods. In the case of one firm there was no 
works manager; another firm had no costs office." Another 
witness, Mr. F. S. Courtney, the consulting engineer of the 
Royal Agricultural Society, said there were over 1,000 types 
of plough in this country 1 A dealer witness characteristic- 
ally pleaded for more little factories "from the point of view 
(A labour troubles," as a scientific amtribution to industrial 
efficiency. 

Even the motor-car industry, despite the special stimulus 
of a rich market, covers a multitude of inefficiencies. It did 
so little before the war to serve useful trades that everywhere 
cm our country roads we met American delivery vans made 
by mass production. As to the pleasure car trade, bad 
designing is exceedingly common. It was not of a Govern- 
ment Telephone Department, but of private enterprise 
applied to motor engineering, that an expert writer recently 
observed : "The exasperated owner sometimes wonders 
whether some cars were designed by lunatics or merely barge-; 
men. . . . Probably an explanation of the obvious stupidities 
so often met with lies in the fact that the average British 
firm will not pay for specialist knowledge. In some factories, 
and these not the most insignificant, the designers are men 
who have never actually handled a car on the road — it is 
hard to believe, but it is true. Also, on the pay-sheet they 
rank as something better than the lodgekeeper but a little 
lower than a junior charge-hand." ' 

The fact is that private enterprise gives far more attention 
to the commercial advertising of inferior goods than to 
technical efficiency. This may be well illustrated by an 
advertisement inserted by a "larg^ motor-car company " in 
the London Times of July 26, 1920, which ran as follows : 

' The Ltndon Evtning Standard, JdIj a, 1930. 

as 
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"WANTED, A LIVE ADVERTISING MANAGER: Large 
Motor-Car Company requires Advertisings Manager <A proved 
ability; mao <rf sound ideas, mho knows his job tiiMOug'lily and 
can produce his results for advertising in all its forms. Must be 
aUe to faandle all copy and publicity matters; motor experience 
helpful, not essential. Positkn <^ers real opportunity; good 
salary and sfdendid cJiance of advanoemeot. Reply, giving details 

of career and enclosing specimens of work, to Box , The 

Timas." 

Here we see a great manufacturing firm endeavouring to 
find a lively person to push its goods. He is to know his 
job thoroughly — that job being the production of "results." 
But the thorough knowledge of his job, it is specifically 
stated, need not include "motor experience." The public 
does not realize that the majority of the clever advertisements 
which it sees are written by men who know nothing whatever 
about the real qualities of the goods which they push. Thus 
despicable occupations are made for men who can handle 
words cleverly, and forests are cut down every year to furnish 
material upon which to print the "work " of "advertising 
experts " who know nothing whatever as to the truth or 
falsity of the statements which they make. Thus, also, the 
work of clever artists is prostituted. 



§ 5 : The Waste of Work in CoMPErmoN 

The waste of competition not only adds to the army of 
non-producers, since each competitive agent requires his own 
special staff of clerks and representatives, but squanders much 
of (he inadequate product cm! the useful trades. A very large 
part of the output of the printing trade, for instance, becomes 
not consumers' income, but the raw material of competition. 
Mountains of bo(^ catalc^^ues, price lists, invoice forms, 
receipt forms, competitive advertisements, etc., are produced 
for no purpose but to sustain unnecessary competitive units 
of industry. 

In a nation of some ten million families, an insignificant 
proportion of which possesses any omsiderable number 
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of good or useful books, the fine art of the printer is mainly 
emp\oyed as the wasteful machinery of competition. At 
the Census of Production of 1907 the factory selUng value 
{without costs of distribution) of the paper, printing, and 
allied trades of the United Kingdom was shown to be as 
much as j^6i,ooo,ooo; a very small fraction of this was 
spent on literature. We spend more good printers' work on 
pill advertisements than on the whole flight of first rank 
authors, ancient and modern. We sranetiraes hear the 
Government of the day reproached for wasting money on 
printing ; in this, as in so many other matters, if all that the 
Government spent was waste, it would be a bagatelle cc«n- 
pared with the aggregate waste incurred by the nation as a 
whole through the strange operations of capitalism. The 
bookless majority of homes of the United Kingdom form a 
striking contrast to the output of j£6i,ooo,oco in the printing 
trades — say, ;£ioo,ooo,ooo at consumers' pre-war prices. To 
think that so much printing fails to give our schools and wir 
people an ample supply of good books. 



§ 6 : The Production of Rubbish 

Science and invention are too often mocked by the em- 
ployment (rf machines and processes of brilliant conception 
to produce rubbish goods — goods known to be and intended 
to be rubbish by those who make them. There is no doubt 
that the making of rubbish is the greatest British industry, 
for every department of work contributes to it. The pro- 
ducticHi of trash is a national misfortune which wastes work, 
because the rubbish product quickly becomes useless. Ex- 
amination of the shops of poor and middling-poor neigh- 
bourhoods reveals an almost universal collection of rubbish. 
The furniture dealer ; the china and glass merchant ; the iron- 
monger; the musical instrument merchant; all alike are 
stocked with trash. It is shameful that so much ugly rubbish 
should be devised for the consumption of the people, and it 
is impossible to survey many of the exhibits without feeling 
hotly indignant that power, machinery, material and labour 
a? 
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^ould be so deg^raded, and that workers should be employed 
tp use clever machinery to squander the substance of their 
fellows. 

It is unfortunately true that the production of rubbish 
has increased since the war. The cessation of Continental 
competition in hardware, pianofortes, toys, earthenware, 
glass, etc., has enabled the commercial spirit to foist inferior 
productions upon the public. Never before were so many 
rubbish pianofortes on sale — and at exorbitant prices. 



§ 7 : The Production of Luxubies 

Hand in hand with the production of rubbish goods for 
the poor goes the output of luxuries for the rich. The spirit 
of our society is such that the manufacturer and the middle- 
man alike bend their energies to the service of the 
well-to-do. Six mcmths' before the war, when we were 
implored to save ourselves from imminent ruin by cut- 
ting down the Naval Estimates, I ventured to point out that, 
while the maintenance of the Navy in 1913 cost ;£'3 1,000,000, 
the rich people of our country were spending ;f 45,000,000 a 
year on the maintenance of pleasure motor-cars. Including 
motor cycles (the smaller part of the whole), new cars, quires, 
accessories, and running expenses, it was calculated by an 
expert, in Tfce Timts of February 3, 1914, that the expendi- 
ture upon pleasure motoring in the year the war broke out 
would reach ;f 74,000,000. This figure may be compared with 
;^53,ooo,ooo, which was the total pre-war expenditure on the 
Navy, including pensions. At the present time the expendi- 
ture on pleasure motoring must approach ;f 200,000,000 per 
annum, a figure which may be usefully compared with the 
;£■! 23,000,000 which stands in the Civil Service Estimates 
for 1920 as the total cost of soldiers* pensions, including 
administration. Reference to the London Directory for 1920 
shows that there are as many as 363 motor-car shops in the 
metropolis alone. Many of them are large showrooms, and a 

1914. Wtilmintttr Gatttit, Juinaij 3, 
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little amy of imnmculately dressed salesmen and others is 

employed in and about them.* 

It must be borne in mind, ho¥?ever, that a very great part 

ot luxurious expenditure is concerned not with the conjuring 
up of material luxury goods, such as motor-cars, or fine 
houses, or splendid furniture, or extravagant dresses, or hot- 
house fruit, but with the command of men and women to 
perform luxurious services. The production of luxury goods 
divorces labour and capital from the trades of necessity. As 
has been well said by Mr. Hartley Withers: "If these 
millions were not spent mi motoring or on any other form of 
luxury, they would be saved and invested either directly by 
their owners or by the bankers to whom they were entrusted. 
By being invested they would be put into the hands of some 
private adventurer or public company to work or extend some 
industry, or into the hands of some public body to carry out 
some public work." 

There is no clear distinction between luxury goods and 
necessaries, between luxury workers and workers at necessary 
trades. Coal may serve as industrial fuel or as the motive 
power of a luxury trade. A great part of the production of 
the noblest trades comes to be degraded in use. If I were 
a^ed to name the worst case of such degradation I have ever 
known I should point to the manufacture of iron shoulder- 
brackets for the use of sandwichmen. To think of coal and 
iron ore and limestone being mined or quarried, and exhaust- 
ing blast-furnace work done, and a skilled iron-moulder em- 
ployed, to furnish shackles to enable a human being to be 
abused barbarously, in Regent Street or Bond -Street, to 
advertise luxury goods I 

■ The coiiuiKin view of tbe ikh man «4 to tbe rcsiilta of Innrioiu expendi- 
tnie is put in a. receat utterance of He. F. A. Govett, Chairman of the Zinc 
CorpoiatioD, Limited, who at a recent meeting of his ifaarebcddera thought 
vbU thna to improve the ocomiod : 

" Diitribntion la just the deitracUon of wealth. ... If jou taUte awaj 
the lichee of the rit^ yon destroy the power of the rich to bay, and yon 
deetiay tbe demand for productions which may be called htxury, wUle a very 
laice percentaf e cA 'the labour wonld be occupied in prodndng those ailti^ 
ti hinry. Ive dinribntioii of wealth iiMo nninbeTlMS •mall amounts mean* 
Ota de*tn>ction of the demand, and the destmctioa of those iodnstries, and 



tlieQ tbtt bighiT billed workmen now producing luznriea would be v 
^oyed, until tney ocold obtain a ^^'^ ^7 over-prodncing neoesaafies in 
vhicb their shiU would be unused-" — Tlie Timei, June ij, 1910. A quite 
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§ 8 : Physical Deterioration 

The conditions of health have been established by medical 
science, but we have permitted and we still permit vested 
interests to maintain the conditions of physical deterioration. 
The very dreadful document ' issued by the Ministry of 
National Service entitled "Report (Vol. i) Upon the Physical 
Examination of Men of Military Age by National Service 
Medical Boards from November i, 1917, to October 31, 1918," 
amounts to an indictment of our society. The reporter, Sir 
James Galloway, K.B.E., M.D., Chairman of a Medical 
Committee appointed by Sir Auckland Geddes when Minister 
of National Service to consider the utilization of Medical 
Board data, begins by saying that experience had shown that 
men of military age could be sorted into four broad groups 
according to their physical fitness, as follows : 

Grade i. — Men enjoying "the full normal standard of 
health and strength." 

Grade 2. — Men subject to partial disabilities, of fair 
hearing and visi(^ and of moderate muscular de- 
velopment. 

Grade 3. — Men of marked physical disabilities. 
Grade 4. — Men "totally and permanently unfit" for 
any form of military service. 

In the period referred to 2,425,184 examinations and re- 
examinations were made. As a result, 36 per cent, were 
placed in Grade i ; 22 to 23 per cent, in Grade 2; 31 to 32 
per cent, in Grade 3 ; and rather more than 10 per cent, in 
Grade 4. 

These four inferences, says Sir James Galloway, may be 
summarized by saying that, of every nine men of military 
age in Great Britain, on the average three were perfectly fit 
and healthy; two were on a definitely infirm plane of health 
and strength, whether from disability or some failure in 
development; three were incapable of undergoing more than 
a very moderate degree of physical exertion and could almost 
(in view of their age) be described with justice as physical 

' Cind. 504, price z*. 6d. nM. 
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wrecks; and the remaining man was a chronic invalid with a 
precarious hc^d upon life. 

Three men tn nine thoroughly fit 1 When we remember 
that it was from our very limilei supply of the physically fit 
that the war deducted about 600,000 lives,' to say nothing of 
the more than one million which it maimed or rendered in 
some marked degree physically incapable, we can well 
believe that in 1920 we do not possess the man-power 
which was ours in I9i4. It is a thing to be remetnbered 
by those who, making nothing themselves, call for "more 
production." 

I will make one more quotation from this report. In a 
Memorandum on the standard of life of over-age men (aged 
43 to 51) in Manchester and Stockport, the Chairman of a 
National Service Medical Board, referring to his notes on the 
age, grading, trade and disabilities of 2,994 men, says : 
"Scrutiny of these notes is moM depressing, for it fully bears 
out my previous conclusi<His that the average man here is, 
for military purposes, an old man before he reaches the age 
of 40. The list of disabilities noted against these recruits is 
an appalling one; and even then I am afraid that it is an 
under-estimate, as the notes I have frmn Stockport arc not 
so full as I could wish, and I have not now access to 
the register to amplify them." The record of specific dis- 
aWlities of the 2,994 <"«" accompanies the report. It is as 
follows : 
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Varicose Veins 
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Varicocele 


234 


7.8 


Hicmorrhoids 


335 


7.8 


Heart Trouble 


... 46a 


■•■ 'S-5 


Hernia 


374 


I3.S 


Rheumatic Troubles 


3'S 


10.5 


Deformed Toes 


... 308 


10.3 


EmjAysema and Bronchitis ... 


... a68 


8.9 


Deaf ness or Otitis 


314 


7.2 


Flat Feet 


... 173 


5.8 


Arterial Degeneration 


... 124 


4.2 



* I Tcfer, of txntae, to war chmIHm of tb« Unitod Kingdom only. Tlie 
■Mil loBMa of tbe British Army and Naty in Uie war, including Indi&n and 
'^oniniOD troopa, was 8oo,ocx). 
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Need we wonder if this particular reporter concludes : " It 
is not good national hygienic economy to aim at immense 
OMnraercial and industrial success, if by so dtring you produce 
a race of seniles at forty." We are too often tempted to 
cherish the false conception that we have secured "immense 
commercial and industrial success." I pointed out fifteen 
years ago' that our production of material goods amounts to 
"a poor stream of ponderable commodities." We have suc- 
ceeded neither in applying science successfully to the pro- 
duction of material goods nor in building up a healthy race; 
and, as it cannot be denied that we have long possessed 
through the scientist the means of creating both wealth and 
health, the indictment must be n<ri of knowledge, but of the 
application of knowledge ,- not of the amount of hard labour 
exerted, but of the organization and use of that labour. Pro- 
fessor D. J. Cunningham, before the Inter-Departmental 
Committee on Physical Deterioration, had this to say about 
the physical standard of the poor : 

" In spite of the marked variations which are seen in the 
physique of the different classes of people of Great Britain, 
anthropolt^ists believe, with good reason, that there is a 
mean physical standard which is the inheritance of the people 
as a whole, and that no matter how far certain sections of the 
people may deviate from this by deterioration, the tendency 
of the race as a whole will always be to maintain the inherited 
mean. In other words, those inferior bodily characters which 
are the result of poverty (and not of vice such as syphilis and 
alcoholism), and which are therefore acquired during the life- 
time of the individual, are not transmissible from one genera- 
tion to another. Therefore, to restore the classes in which 
this inferiority exists to the mean standard of national 
physique, all that is required is to improve the standard of 
living, and in one or two generations the ground that has 
been lost will be recovered." 

Words, these, which are the utterance of both a great hope 
and a great accusation. 

* " A poor stream of poadetable comtnodiltes filteis through thousands of 
unnecosaary chwineli, and becomes the aubjact of mu); Mraoge sttvices, esch 
irf which claimi and gets wme sort of reward."—" Riches and Poverty," 
firsi edition, 1905, page 336 
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% 9 : The Lack op Scientific Education 

The two worlds of Disraeli are perpetuated by education 
as she is written in Britain to-day. A class is educated to 
rule ; a class is educated to be ruled. The result we term a 
Democracy. 

It is not even a process which gives an efficient minority 
to command an inefficient majority. Science is still despised 
in the seats of learning. The small class which terms itself 
educated is for the most part as ignorant of Nature-knowledge 
as the multitude. The newspapers are commonly at the 
mercy of unscientific stunts, and they revel in "thunderbolts " 
at each successive thunderstorm. It is rarely that either the 
House of Commons or the local governing body gains a 
scientific recruit. 

Our captains of industry are still for the most part 
rule-of-thumb men, who look upon science as an element 
to be bought, not as a thing necessary to their own 
salvation. The politician, himself ignorant of Nature-know- 
ledge, safely trades upon the culture of ignorance. 

It is impossible for the people at large to realize the full 
benefit of acquired knowledge, because their training does 
not inform them of the possibilities which are within the 
gfrasp of an intelligent people. The masses are led to believe 
that they can gain wealth through petty thrift, or through 
unintelligent hard work. But they can only obtain it 
through understanding the means of getting wealth, and 
by insisting that those means shall be practised co- 
operatively by the nation organized for work, and led by 
capable men placed in responsible positions by an informed 
democracy. 

Our latest Education Act has some cheap and timid pro- 
visions for Continuation Schools, but it falls far short of the 
needs of the nation. What we need is a common scientific 
educiUion which, by making known to all the possibilities of 
production, will at once create a divine discontent with the 
under-production which <Ansans, and give the new generation 
the power to achieve. Without such knowledge the nuiss of 
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the p«^le, under any social sy^em, must remain the tools 
of the educated few. 



After a broad survey of the conditions of capitalistic in- 
dustry, we cease to wonder that the working power of forty- 
seven millions of people, offered, as it has been, multiplica- 
tion a hundredfold, if not a thousandfold, by physical science, 
has failed to redeem the nation from an all-pervading poverty. 
The record is one of extravagant waste — waste of work, of 
life, and <^ glorious opportunity. Our forty-seven million 
people might have been, but most clearly are not, the equiva- 
lent in working power of two thousand millions of people 
as they were armed for work in 1750. There is no organiza- 
tion to place the value of knowledge at the disposal of the 
people. We have deliberately discountenanced organization, 
although we have before us the accusing records of many 
generations of the rejection of national action. It was an 
unorganized, individualistic nation that faced the exigencies 
of war, and we may now pass to consider the economic 
position which obtained when the war broke out, and what 
our ruling classes were driven to do to save the nation from 
the consequences of the neglects and the disorders of 
commercialism. 
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CHAPTER in 
AN UNORGANIZED NATION FACES WAR 

§ I : COMHERCIALISU AND THE WaR 

THE nation had to pay very dearly in the war for the 
misuse of brains by capitalism. The industries of the 
country were ill-equipped to face the ordeal. The 
poor material output of each of the major and minor indus- 
tries proved to be as inadequate to fight a powerful enemy as 
for the purposes of peace. 

Long years ago the timber of the nation had been de- 
stroyed in a vain attempt to maintain a charcoal iron industry, 
and never replanted. Experts and Royal Commissions re- 
ported in vain that millions of acres could be, and should 
be, afforested. What in Germany had been a national care 
was in Britain a national neglect. 

True, we had plenty of coal, but nothing is more certain 
than that if it had been as necessary to plant coal as to plant 
trees, the outbreak of war would have found us coal-less. 
In another part of this book I deal with the unfortunate 
history of British coal development. Here let it suffice to 
point out in relation to the war that British capitalists had 
almost entirely neglected the fact that coal is not merely a 
fuel but the source of eTctraordinarily valuable chemical pro- 
ducts, including explosives, dye-stuffs, and medicines. Our 
equipment in by-product coke-ovens, in spite of the Report 
on the subject by the Coal Commission in 1905, was ex- 
ceedingly poor and, as Mr. Smillie pointed out to the Coal 
Industry Commission, we had exported some of our most 
valuable coking coal to Germany, there to be properly ex- 
ploited and resold to us in essence at a handsome profit. It 
became necessary for the State to do hurriedly what our 
individual capitalists had so grievously neglected in peace. 
It should not be supposed that this was a neglect solely rela- 
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tive to war. Our poor devel<^ment in many branches of the 
chemical industry was as much a neglect of peace conditions 
as of war conditicms. The industries which serve peace and 
war are the same. Synthetic dye-stuffs and high explosives 
are only different branches of the same tree. Our private 
capitalists had utterly neglected the tree, so that while in 
peace we were able to make good their neglect by reliance 
upon foreign supplies, in war we found ourselves in grave 
danger. 

As with timber and coal, so with iron and steel. For 
many years before 1914 our output had been stationary, 
to our very great disadvantage in peace and to our deadly 
danger in war. This had been pointed out again and again,' 
but there was no national m'ganizatian to protect the public 
interest. Our theory of trade was that the iron and steel 
industry was not a national concern, but a matter for the 
private profit or private loss of the iron capitalists. Govern- 
ment after Government looked on unconcerned while Britain 
fell to a bad third in the wtM-Id of iron. It was not merely 
that they were unconcerned ; it was their principle to be un- 
concerned. The adopted and admired principle of British 
Government was to govern as little as possible. 

As a result we entered upon the war with an iron pro- 
duction of 10,000,000 tons as compared with the 19,000,000 
tons of Germany. As for our steel output, it was not more 
than about 7,000,000 tons. 

The case as to other metals was exceedingly unsatisfac-. 
tory. The zinc industry was of negligible dimensions, so 
that we were hard put to it to find material for cartridge and 
shell cases. The resources of the Empire were also deliber- 
ately neglected. We left it to the Germans thoroughly to 
utilize the metals, for example, of Australia. 

In the minor but yet exceedingly important scientific in- 
dustries we were found sadly wanting. Optical glass may 
be taken as an illustration. We had so neglected this branch 
of industry that in the early days of the war we suffered 

' Sm, te example, mjr nolca oa the rat>|ect ia The DaHy N*m$ c< 
lf«y 18, 1911, and ta Tkt North SatiMrm Dmlji GoMtttt <t Uaj 35, 1911. 
The laUet were followed by an interesting corre^wndeoce, in which a imU- 
kDOwn iron capitalist who took pait insisted that we made all the iron and 
steel that was good foi ui. 
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severely through inability to manufacture field glasses, peri- 
scopes, gun-sights, and other important instruments. The 
powers of the State had to be exerted to give scientific men 
their chance where commercialism had despised them, 

§ 3 : The Merchant Thade and the National Interest 

It should not be supposed that the unorganized condition 
of production was our sole difficulty in the war. In the 
merchant trade "business as usual " was no less a difficulty. 
Again we have to make every allowance for individual difii- 
culty. It would be unfair to accuse any particular merchant 
of neglecting the national welfare because, when the war 
broke out, it found him practising a traffic which, either 
through its nature or its organization, was a danger to the 
community. The conditions of competitive traffic are not 
calculated to cause an individual to consider the community. 
They ate conditions which repress all that is best in the 
individual and which call out of him all that is selfish and 
anti-social. Moreover, the individual in an individualist 
society is often, unfortunately, unable to help the community 
even if he wishes to do so. This is shown in the results 
of the shortage of supplies in war. Only a national authority 
can prevent them from representing high prices to the com- 
munity ; the individual cannot do so. Suppose, for otample, 
that in a short market an individual was so unselfish as to 
sell his goods for less than the market price. If he did so 
the ultimate consumer would not gain a farthing, for the 
margin would simply be taken by other agents. Thus, in 
self-defence each individual becomes compelled to charge the 
highest price he can get, for if he does not do so some other 
individual will benefit by his forbearance. 

The opening of the war found the merchants of the 
country engaged in their normal operations of traffio-im- 
portmg, exporting, distributing in the home market. We 
could not r^sonably expect that each of these merchants 
should immediately hold an inquest upon himself to consider 
wftether his trade was or was not necessary to the country in 
time of war, and either to proceed with it or to shut down 
it 
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accordingly. The merchant therefore waited for national 
direction, and, to repeat what has been said before, national 
direction was very dow in coming, for it was the theory of 
Government not to interfere. 

The result was that, for a long period, the nation suffered 
severely from its individualism. Amwigst other things : 

(fl) The nation imported many commodities which 
it did not need and which occupied space in ships which 
ought to have been taken by necessaries. 

(fc) The nation failed to import many articles which 
it sorely needed. 

(c) Even after necessaries had been actually imported 
into the country they were often sent out again, or re- 
exported, to make profit for private individuals and to 
reduce the stocks of the a)untry. 

(fl) British hands, sometimes unknowingly, some- 
times through carelessness, and, in occasional instances 
wilfully, sent to enemy countries British and imported 
goods which we needed ourselves. 

I had these problems constantly before me during the 
war, as a member of the two Committees which advised on 
the Blockade in 1914-1916, and afterwards at the Ministry 
of Shipping. The main difficulty always appeared to me to 
be the reluctance of Government to interfere with trade, a 
reluctance which had become the obsession of our statesmen. 
The most amazing arguments were used, even late in the 
war, to justify non-interference. If the Government had 
adopted earlier in the war suggesticms which were made to 
it, the war would have terminated at a much earlier date 
than November, 1918.' But doctrinaire Individualism is 
always obstinate. 

Early in 1916 I directed the attention of the War Trade 
Advisory Committee to the fact that oleaginous produce was 
still leaving the country in enormous quantities, even while 

■ In Uu first mondi of the war I suggested the policy of Ratioaiilg 
Neutrals, i.e. of allowing neutrals to import as much as, but no moie than, 
they imported normally before the wst; this common-sense suggestion was 
--t adopted for nearly a year. If it bad been carried out wlum first pro- 
__j ,. .11 > ...... .. .. ..^ year, and saved 

if pounds' worth of 
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we ourselves were being besieged by the submarines. Using 
this as the illustration of a general case, I submitted to the 
Committee a Memorandum which is reproduced here to 
remind the reader how slowly a Government, charged with 
the safety of a nation, found it possible to shake off Indivi- 
dualism and to take charge of the national economy, even in 
a case where the most deadly peril stared us in the face. 
Here is the Memorandum, which bears date April 17, 1916 : 

Shipping and Out Essential Supplies. 

([) The appointment of a sub-committee to consider the 
question of how best to deal with the oleaginous produce of the 
British Empire in the best interests of the natiwi at ^is time 
raises, it seems to me, some important general c<»isiderations 
which cover a much wider field than that reviewed by the sub- 
oommtttee, and I desire to place them before the Grand 
Committee. 

(a) The question of oleaginous supplies is, indeed, an illustra- 
ticm (^ a big general case which, as it seems to me, is increasing 
in importance da; by day. 

(3) The shipfMng available for die provisioning and suf^y 
of Ae United Kingdom in war is continually decreasing : 

(a) British) and neutral vessels are being lost in consider- 
able numbers by submarine attack and tiirougli the laying 
of mines. 

(b) The attacks m neutral shipping are causing a certain 
withdrawal of neutral vessels from service, which in actual 
effect means their total loss. 

(c) The purposes of the war make a constantly increasing 
donaad upcMi what sapping is available. 

(d) I assume that t^e Admiralty has had to divert fast 
dhips frtHO oommerce in order to hunt submarines. 

(4) It appears that, in spite iA the vigilance of the Navy, the 
efficiency of the submarine attack is increasing. It is probable 
that it wiU increase still further, for we know tiiat ttie engineer- . 
ing resources of tbe enemy are gigantic. "Hiere is no reason why, 
given standardization <rf type, a very large number of additional 
submarines should not be added to the attack. It wouM appear 
also that in the inherent character of the probl«n it is easier to 
increase the means of attack than to provide for defence. 
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(5) The protraction of the war, therefore, adds to the dimen- 
siiHis of tlie Gubmarine menace, and a lapse of aaother six 
mon^s or a year may find it much more fonnidable than it is 
DOW. At any rate, it would be unwise not to prepare for greater 
shipjMng losses than now obtained. If the success of tiie attack 
grows, more and more neutral ships urill be frig-hiened d& the 
seas.* It seems to me, therefore, quite necessary for the practical 
purposes of preparation and provisioning tihat we Aould assume 
that as the war proceeds the shipping difficulty will increase 
week by week. 

(6) As one-half of our total supplies of food and probaUy 
seven-eigliths <tf our raw materials (apart from ooal) have to be 
imported, the considerations referred to seem to me to be amongst 
the most important that can come before this Committee. 

(7) As things are, our commerce and our shipping are largely 
conducted as thougii the growing ^)p[ung trouble did not exist, 
"nie Board of Trade returns for March, 1916, issued on April 7, 
1916, show that we are still allowing to be exported and re- 
exported fr<Hn this country essential supplies wliich it may be 
very difficult to regain in six, nine, or twelve months' time. Lcm^ 
ago I pmnted out that the great dimensions of the re-export trade 
of this oountry in this war was in a large measure injurious to 
the national interest I do not tiiink it is realized what a waste 
of eSort and of lives is implied in the fact that in March, 1916, 
we were re-exporting imported goods to the value <rf jf 105,000,000 
per annum. 

(8) If I may illustrate the subject by reference to the important 
matter of oleaginous |m>duce I should like to call attention to the 
meaning erf the following figures : 

Ifnited Kingdom Exports of OH Seeds. Nuts, 03s, Fats and 
Gums to ott Destinations. 

1914 191S 

£ £ 

t. Exports of "British Produce 

and Manufactures " ... 3,962,000 5,388,000 
3. Exports of Foreign and 

Colonial Merchandise ... 5,644,000 7,783,000 



Total ;£'g,6o6,ooo ;^i3,i70,ooo 
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(9) It is now well known tbat a lar^e part ol f^e above 
aboonnal figures for 1915 represented the provisioning' of the 
enemy througdi neutrals. Towards the end erf the year ^e ration- 
ing system was introduced, and a great ttnprovement effected, 
but it remains a very mournful fact ^at in tlie year 1915, which 
began in the sixth nioatfi of die war and ended in the eighteenth 
month iA the war, we deliberately sent out c/ thu country on 
enormout quantity 0/ oils and /ots nfcicft lat now need. The 
Grand Committee, indeed, has been moved to set up a sub- 
committee to study how best to obtain for the nation new stodcs, 
which would have been largely unoeoessary if, at the present 
tinoe, we bad stored in this country <deaginous produce which, 
at the cost of mudi labour and life, had been brought into it. 

(10) Iliis illustration can be matched by many others of the 
same sort. I believe it to l>e a weU-infrnmed opinion that, even 
if the rate ol shtpinng losses does not grow, we shall have 
difficulty enough in getting into this country this year our essential 
sopfriies. Amongst these essential supplies are many articles 
whidh were first brought into the country, and next sent out of 
it io considerable quantities in recent nxKiths. 

(u) The position is one in which I suggest that Urn Com- 
mittee would be justified in advising His Majesty's Government 
to acquire and lay in stocks of materials as soon as possible, 
and to keep them ior national use when obtained, first ot all 
making sure of war supplies, such as oils for glycerine purposes, 
next dealing with essentia] foods and materials, and lastly dealing 
with comparative superfluities. 

(13) The adoption of this policy means a considerable extension 
of direct action by the State. In the first j^ce it cannot be 
carried out effectively wiiiiout a complete ooatKi of the mercantile 
marine. It seems to me quite necessary to reo^nize that for 
practical purposes every British merchant ship has become 
essential to tbe oonduct <^ the war. No ships should be allowed 
to be ciiartered by private persons to bring in comparative supw- 
fluities while still we lack indispensable commodities. The 
nati(Mializati<Mi of the mercantile marine for the purposes of the 
war is a necessity. Such complete control would also, <rf course, 
scAve the crying evil of excessive freight charges. 

(13) It also follows that to make sure of indispensable supplies 

it is necessary to extend the pfJicy which the Government has 

already applied to sugar and, in part, to meat, and to buy for 

natiooal purposes, and to fetch to this countiy by its ships, all 

4' 
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absolutely essential oommodtties. la the ordinaiy course (tf trade 
we irbould otherwise receive nioatb by month certain suj^ilies of 
essentials and comparative superfluities and luxuries, the only 
actuating- cause being- tbe desire on the part of traders to meet 
demands and make profits. In a given time, therefore, we should 
receive a certain quantity of essentials accompanied by a bigf 
proportion of uoessentials. Only by direct State action can 
the nation make sure of ^ttin^, in the same time, a bigger 
stock of essentials at the cost of the unessentials. 

{14) When we know tbat tbere exists in the worid, as in 
the case of oleaginous produce, ample supplies of material which 
the United Kingdom lacks because of the shipping difficulty, it 
seems to me that the only sensible and straightforward course 
of action is in effect to send ships to get them, cmd to bring- them 
home and store them at the earliest possible moment. 

(15) I am, of course, aware that it is proposed to use every 
possible endeavour to build new ships, but such building cannot 
be done fast enough to meet the case. 

Apnl 17, 1916. Lbo Cbiozza Monet. 

The view taken in this Memorandum was amply justified 
by events. The submarine attack increased, as might have 
been expected, and early in the following year the German 
"sink at sight " policy was declared. We found ourselves 
dangerously short of supplies, and we had to take extra- 
ordinary steps, when almost too late, to secure supplies which 
might have been made ours, without mote than ordinary 
effort, in 1915-1916. 

The oleaginous produce sent out of the country in 1915- 
1916 (after having been brought into it) might have been 
stored to secure the national safety. Not only oils and fats, 
however, but tea and coffee, and many other things were 
re-exported as though we had no need of them. It would 
be utterly incredible, if it were not true, that during a con- 
siderable period of the war we allowed ourselves to be 
deliberately deprived of war stocks to make profits for private 
traders, and that part, at least, of those stocks went to the 
enemy. 

The British public never realized what it suffered at the 
hands of commerce in these matters. Take the case of tea as 
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an example. Here are the facts with regard to the exporta- 
tion of tea from the United Kingdom to European countries 
other than Russia, for the years 1913-1917 inclusive. They 
are taken from the published Monthly Trade Accounts : 

Exports of Tea from the United Kingdom to European 
Countries other than Russia. 





lbs. 


>9i3 


ia,oos,ooo 


1 914 


30,650,000 


i9>5 


36,565,000 


1916 


19-037.000 


1917 


3,831,000 



The Bgures for 1913 show our normal exports to the Con- 
tinent of Europe, to countries other than Russia. It will be 
seen what an enormous increase in this exportation took place 
in 1914, 1915, and 1916. This increase was due to the fact 
that Germany, being cut <M irom coffee, very naturally 
bought all the tea she could get from her neutral neighbours. 
Members of the British tea trade carried on a business with 
Eurc^iean neutrals which they knew to be abnormal. The 
trade knew well the populations of the little countries to 
whcHn it was sending the tea, and how little those countries 
nomially consumed. At last the traffic was stopped owing 
to the energetic action taken by the present writer; hence the 
very different figures of 1917.' 

Thus also it was with tobacco and other articles. 

h was not merely that members of the British merchant 
trade were making themselves a base of supply for the enemy ; 
the operations of trade which comforted the foe deprived the 
British people of stocks. So it was that early in 1917 there 
was a tea famine, when 4s. per lb. was charged for the 
cheapest sorts of tea. And this famine was a direct result 
of the exportation of a commodity which we badly needed 
ourselves. The besieged island had been supplying its stores 
to the besiegers. I have said before, and I say here again, 
that there ought to be a public inquiry into these matters. 
It is true that some cases have emerged in the Law Courts, 

' It ma not until the UlC«r p«rt «f iot6 that I onied mj piopoMl to 
Pnvent tho i«.ezport of tea, tobacco, etc., horn the United Kingdom. 
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but that is not enough. It ought to be brought home to our 
people that, even when we were engaged in a great war, 
Commercialism could not be trusted. 

Every suggestion made io the Memorandum just quoted 
became, sooner or later, the adopted and successful policy of 
Government, but not until much more harm had been done ; 
not until we had been brought to the edge of the abyss. 

In these matters the Government, its statesmen and its 
traders, faithfully reflected the national economic policy. 
Nothing was more curious in the war than to see critics de- 
nouncing one or other Government, or one or other statesman, 
for noi Uking State action. The responsible newspapers of 
the country, like the accepted economists, had always de- 
nounced State action. Why, then, should a Government 
suddenly reverse the accepted policy of generations and 
pursue in war ideas which are counted accursed in peace 7 



§ 3 : The Nation Driven to Organization 
Faced with the exigencies of a grave situation, an Indivi- 
dualist Government found itself driven to realize that when a 
nation goes to war only national oi^nization can serve it. It 
does not necessarily reflect upon the individuals who were 
in contrt^ of trades to point out that they utterly failed to 
give the nation what it needed. They had been accustomed 
to the conduct of petty operations contrived for private pur- 
poses. It was obviously difficult for men trained in die 
school of commercialism, and utterly unaccustomed to view- 
ing their particular businesses from the point of view of 
national need, to conceive measures adequate to meet a situa- 
tion which could only be met, if at all, by the organization, 
free develt^ment and transformation of economic powers 
which had proved insufficient for the purposes of peace. 

The Government itself was Individualist in tiieory, and 
therefore in the greatest difficulty. It had suddenly to 
organize for war a nation which had deliberately maintained 
itself as a heterogeneous collection of unorganized inefiicient 
factors, creating wealth (of a sort) for the few, and poverty 
for the many. The wars of Britain's recent history had been 
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on too small a scale to make it absolutely necessary to recog- 
nize Collectivtst principles in their prosecution. Take the 
South African war, for example. During three years some 
four hundred thousand men were employed, which means 
that, save as to a small fraction of its populati<Hi, the nation 
during those three years was not at war. It was merely 
looking on while a small number of men fought for it in a 
country afar off. Matters of supply left untroubled the 
greater part of our industry and trade. Small as they were, 
they were marked by abuse and grave scandal, but the opera- 
tions as a whole were not targe enough to instruct us against 
the situation which arose in 1914. 

When, therefore, the war began, the Government was not 
only unprepared in principle, but in principle actually op- 
posed, to waging war as war ought to be waged if we grant 
its necessity. If the then Opposition had been in power the 
position would have been exactly the same. Any idea of 
organizing the nation was foreign to the principles upon 
which British Government was conducted by any party. 
Ability in such circumstances was at a very big discount. 
Indeed, in such a case, an able man prejudiced against 
national organization was even more dangerous than one of 
less ability. 

It was very fortunate that we possessed in the Chancellor 
of the Exchequer of the day a man with no particular bias 
against national effort. To that fact we owe the State back- 
ing of the banks — the saving of the nation from the disaster 
of individualistic financial control. Unfortunately, however, 
while a few things were done which ought to have been done, 
the majority of the necessary big steps to bring the war to the 
quickest possible termination were not taken until much time 
bad elapsed ; in scHne cases until it wits almost too late. Even 
in r^ard to so vital a matter as the supply of arms and am- 
munition, it is now plain that the Government neglected to 
nuke a census of the productive powers of the country, and 
thus to be prepared to expand the supply of munitions to the 
tnaximum required. I do not mean that nothing w^ done, 
but that the thing was not done on the national scale. 

It was necessary to provide millions of fighting men, to 
supply those fighting men with arms, to supply also our 
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Allies, and to do each of these things while producing to 
sustain the nation as a whole. It was childish to ima^^ine 
that these things could iiccomplish themselves without oigan- 
ization. Seven months of the war elapsed before the Govern- 
ment considered that possibly too many miners were going 
out of the country for the country's welfare. Then it ap- 
pointed a Committee. While the Committee was sitting it 
was announced to the nation that over two hundred thousand 
miners had enlisted, and we learned from the Board of Trade 
that the country's output of coal had fallen by about ii per 
cent., which was a great misfortune. Thus also it was with 
the iron and steel trade. Before the war private hands, as I 
have said, had allowed it to sink to the third place where once 
it occupied the first. In the war it was still in private hands, 
and we learned that it was short of labour, as though iron 
and steel were not sorely needed by the nation. These follies 
were inherent in the game as played. It is useless for the 
Individualist to blame the Government of the day for these 
things. They were the necessary outcome of Individualist 
Government, and the administration was rather to be con- 
gratulated for doing some things nationally than to be blamed 
and criticized for not suddenly turning the nation's cherished 
principles inside out. It is worse than idle to utter reproaches 
in respect of individuals, and no such reproach is uttered or 
suggested in these pages; the individual only too faithfully 
reflected a system. 

Let us notice what is implicit in this. In war dme surely 
as at no other time a "Business Man " should be moved to do 
his best for his country. He is not only a "business man " 
but a man sans adjective, and as such he must be impelled to 
try to think nationally. If, then, in war the Government was 
impelled to national organization, it was not because it was 
more necessary in war than in peace, but simply because life 
and death were so immediately involved that the real issue 
was put before the nation as it could not be when premature 
death, although fearfully and wickedly common, was not 
thrust beneath the public eye. 

If Individualist principle was the right thing, then it was 
manifestly absurd in war time to do what the Government 
did, for example, by taking contnrf of the railways. If 
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divicled r»lway control was efficient, why interfere with it; 
why not carry on as usual? What was there in the way of 
moving trains or men that was not the proper business of 
railway companies, and why, then, were they "interfered 
with " ? If it becomes obviously necessary to mobilize rail- 
ways in war, to move some hundreds of thousands or millions 
of men, why is it not necessary to mobilize railways in peace 
to move to the best advantage nearly three hundred million 
tons of coal in a year — the coal which is the very life-blood of 
British industry ? 

Let us restate this issue fairly and squarely, for it goes to 
the tfxA. of the matter. The accepted principle of industry 
and ccMnmerce is that private enterprise, left to itself, will 
give the nation all that it needs and produce the best possible 
results. 

If, then, that principle is true in peace it must be truer 
in war. If it works for good in peace, it must work for 
even better in war. 

For in war there is added to all the normal incentives to 
the individual that obtain in peace the spur of patriotism and 
the individual's own fear that he may suffer in the defeat of 
his country. In peace the private capitalist is moved to 
action by gain ; in war he is moved to action by the prospect 
of higher gain and quicker returns, plus the incentive of 
giving special service to his country and of protecting those 
who are near and dear to him as an individual. 

Why, then, should there be any interference with the in- 
dividuaJ in war-time if unrestricted private enterprise is all 
that a. nation needs to give it the services which it requires in 
peace? 
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CHAPTER IV 

THE NATIONAL ORGANIZATION OF THE 
MUNITIONS SUPPLY 

§ I : FORUATION OP THE MmiSTRT OF MtmiTIONS 

ON May 26, 1915, in the tenth month of the war, it 
was officially announced that the Prime Minister had 
decided that a new Department of State should be 
created to be called the Ministry of Munitions, charged with 
oi^anizing the supply of munitions of war, and the Bill to 
give effect to this decision was introduced on June 3, 1915, 
and passed into law on June 8. Thus the greater part of 
a year went by without the necessary steps being taken to 
organize the metal and engineering trades for war purposes. 
I do not mean that nothing was done before that date; the 
essential point is that what was done was inadequate. 

I^ us not forget, in this connexion, that nothing can 
ever compensate the nation for the time that was lost. This 
is not to throw blame upon individuals; it is, as I have already 
indicated, to indict a system. The nation had to think itself 
out of the wrong way of dang things, in the face of grave 
peril, and by the time it had brought itself to a true view 
of national economy, it had lost the opportunity of doing them 
as well as they might have been done. When the Ministry 
of Munitions took charge, the nation had already lost, in its 
mines, in its iron and steel works, in its engineering estab- 
lishments, the services of men who had volunteered for the 
war, even while a host of non-producers created by the in- 
herent follies of the commercial system were carrying mi 
with useless trades. The Ministry of Munitions had to 
make the best of things as they were; it could not create 
conditions ideal or even excellent. What it did do was to 
show that a nation, although deprived of its best workers by 
48 
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vaT, could produce more, under conditions of great and grow- 
ing difficulty, than unorganized effort could give us with 
much greater power. 

The first Minister of Munitions had to invent an organ- 
ization. If the nation had been organized for peace, it would 
have been the simplest possible matter to produce the com- 
modicies that were required. A series of up-to-date and 
weli-equipped factories, comparable as industrial units to the 
ships of the Royal Navy, would have been ready to do any- 
thing that could have been reasonably demanded of them. 
Aluiofit as soon as the war broke out the National Factories 
would have been turned or to war work. Mr. Lloyd George 
had no such facilities at his disposal. He had to create an 
organization capable of taking charge of the productive 
powers of the country, and he had to secure, if he could, 
obedience to orders from undertakings which existed as in- 
dependent unco-ordinated factors in an industrial community 
which carried on normally without measurement and without 
science. What was done was to oi^anize departments with 
the aid of a few devoted Civil Servants, and to call in, as 
temporary servants of the Crown, distinguished business men. 

It was found necessary to increase the supplies of labour 
in the face of the demands «f the Army, and to make enor- 
mous increases in plant and better use, also, of the 
machinery already available. Three-fourths of the machinery 
which existed when the Ministry took over was not working 
to full capacity. Tens of thousands of the most-needed 
workers, whose services it was impossible suddenly to re- 
place, had been drafted into the Army. The release of 
skilled men from the Army became a big Department of 
special importance — a Department, that is, to undo the evil 
which had already been done through lack of organization. 
Our existing machine-tool factories were set to work to 
multiply machinery, and large orders were placed in America. 
In many cases it became necessary to make special arrange- 
ments to manufacture more machinery before the nation could 
proceed to manufacture more munitions. 

In the earliest days of the 'Ministry, fortunately, steps 
were taken to create National Factories ; as early as July 28, 
1915, the Minister told Parliament that sixteen National Fac- 
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■ tories had already been set up. Mr. Lloyd George said on 
that occasion : 

"The advantage which a National shell factory has over 
mere co-operation between different firms connsts in econmny 
in working. We are convinced that we can turn out the 
shells at a much lower price than that at which we are obtain- 
ing ihem. There will be better control; there will be 
better facilities for inspection; and we think that we shall 
have less trouble with labour, and that is an undoubted 
advantage." 

Later, on December 30, 1915, after six months' eiqieri- 
ence, the Minister of Munitions was able to report to Parlia- 
ment that the number of National shell factories had been 
increased to thirty-three, that many of them had been con- 
spicuously successful, that they had increased the supply <rf 
shells three-fold, and as to the all-important labour questicm, 
" they }imie minimhed. out labour digicuUies . . . there have 
not been the usual questions between capital and labour." 

The Ministry rapidly increased the supplies of shells. In 
May, 1915, the Germans had been turning out 250,000 shelb 
a day, while we were producing only 15,500, of which only 
2,500 were high explosive shells. By August, 1916, fifteen 
months afterwards, the second Minister of Munitions, Mr. 
Montagu, was able to tell Parliament that the average weekly 
production of heavy shell was in 1915-16 twenty-two times 
as great, and in August, 1916, ninety-four times as great, 
as in 1914-15. The shell output which in 1914-15 it took a 
year to produce cwild, in August, 1916, be produced from 
home sources alone in the following periods ; 

For i8-pounder ammunition In three weeks. 

For field hoOTtzers In two weeks." 

For medium size sheila In eleven days. 

For the heavy shells in four days. 

To put it in another way, lumping all kinds of guns, 
howitzers, and ammunition together, in August, 1916, the 
Ministry of Munitions was producing and issuing to France 
every week about as much as the whole of the pre-war stock 
of land service ammunition in the country. 

If we turn to metals, we find that the Ministry of 
50 
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Munitions took complete control of supplies, with excellent 
results. When the Ministry was formed the supplies were 
irr^;ular, and the greatest difiiculty was often experienced 
through munition workers being kept waiting for material. 
Moreover, competition in the open market was raising prices 
hand over hand. The Ministry formed a Metal Department, 
which took over all the metals and made great reductions in 
prices. On December 15, 1915, Mr. Lloyd George was able 
to state that, in the aggregate, ;f 15,000,000 to ;£'2o,ooo,ooo 
had then already been saved, to say nothing of additional 
security and regularity in supply. On August 15, 1916, Mr. 
Montagu, then Minister of Munitions, referring to the 
Ministry's control of copper, antim(Hiy, lead, tin, spelter, 
tungsten, mercury, high-speed steel, etc., estimated that the 
saving in prices up to that date was as much as ;^4i ,000,000. 

As to steel, energetic measures were taken to increase the 
very poor output which has been already referred to. Despite 
the difficulties of war-time, enormous prioress was made, and 
by the end of the war the steel capacity of the country had 
been increased about fifty per cent. As to high explosives, 
in the early days of the Ministry supplies were not only small, 
hut, unfortunately, they had to be manufactured in crowded 
centres of population, with great risk to hundreds of 
thousands of people. 

The erection of National explosive factories entirely 
changed the situation. On June 38, 1917, Dr. Addison, 
ihird Minister of Munitions, mentioned that in a group of 
T.N.T. factories a capital expenditure of ;^i,50o,ooo had 
provided the nation with a capacity which had already pro- 
duced, at a cost of ;t3,5oo,ooo, explosives which, at the 
contract prices being paid when the factory was under c»n- 
struction, would have cost ;^7,ooo,ooo. He went on : "The 
present cost of production at Queen's Ferry, exclusive of 
interest and depreciation, is 8Jd. per lb.; the cost in the 
market when this factory was started was is. gd. per lb." 

In this connexion it is impossible to pay too high a 
tribute to the research work which was done under State 
auspices. It is sometimes said that the State cannot initiate, 
and that private enterprise alone can improve and develop 
industries. The work of the Ministry of Munitions, done 



:v Google 



The Triumph of Nationalizatum 

under conditions of the greatest diificulty, such as never 
obtain in peace, is a complete answer to such asserti<His. 
Before the war we knew little about high exploaves, and, 
as I have already said, our capitalists had largely n^lected 
the chemical industries. Before the Ministry <rf Munitions 
could make any great improvement in the i^ell posititm it 
had to do important chemical research work. The problems 
were solved by the Explosives Supply Department, with 
Lord Moulton at its head, which began under the War 
Office and largely developed under the Ministry of Muni- 
tions. The staff of scientific chemists at Woolwich gave 
great aid. Thus in war the scientist obtained his opportunity 
as he had never obtained it in peace. It is astonishing that 
anyone should suggest that scientists of the same calibre 
could not be found to work for the nation in peace if they 
were given the chance to do so. 

Indeed, the question of initiative goes far beyond this 
particular matter of high explosive. The war created 
hundreds of munition problems, some (A them of an entirely 
new character. The Ministry of Munitions was not charged 
with the mere routine work of multiplying the produc- 
tion of goods of simple or established patterns. At every 
point it had to confront new problems and to meet new 
conditions. Trench warfare called for hitherto unmanufac- 
tured appliances in the shape of periscopes, and trench 
mortars, and grenades. Such novelties as flame projecttu's, 
poison gas, gas masks, and tanks had to be worked out by 
scientific experiment under the urgent pressure of war need, 
with labour ever growing scarcer and materials ever in 
more demand.' Above all the Ministry of Munitions was 
a triumph of origination and enterprise. It created not only 
new factories but new industries, new methods, new 
materials. It did more for the advance of_3**^Jsh industry 
in three years than had been accomplished by private enter- 

' So little Is this ODdershmd ttut wa find ICi. EUttle; WithsM writjng 
^Tkt Review of Revitmi, October, 1919) that : " The Gorernmeat had ttw 
mormoiu advantage of knowing etaOXy what had to be produced. It had 
Dot to face the real problems of industry in noimal times, of producing 
goods to meet the flucttmtittg whims of the world's demands. There was no 
can on its judemeat." Those who visit the Crystal Palace War Exbibitioa 
will see that uie war mannfactnring was above all a matter of judgment, 
'' I, of T^iid diaage to meet hitherto unheard^ wwiting— ""^"t 
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prise in the previous twenty yeara. It turned the most 
unlikely works and workers into efficient producers. Of the 
4,000 firms which it controlled to produce munitions, not five 
per cent, had had anything to do with munition work before 
the war began. It trained women to work in five hundred 
different munitions processes. Women did work such as 
never women had before attempted. 

Above all, it gave opportunity to the scientist. I have 
already ref^red to the subject of optical glass, in which the 
Germans had been so triumphantly successful before the 
war. In the early days of the war our supplies of field 
glasses were so small, and our means of manufacturing new 
ones so insignificant, that officers were chaig«d the most 
exorbitant prices for the limited number of German glasses 
in stock in the country. Early in 1915 I found it necessary 
to pay twelve guineas to a London shopkeeper to buy a pair 
of German glasses for which the maker, before the war, had 
probably received about £^. How well this illustrates the 
relatifHi of commerce to science. Early in 1915 we did not 
possess an optical glass industry worth mentioning, but we 
did possess an amazing number of shopkeepers eagerly pre- 
pared to make extravagant profits out of the scientific work 
(rf another country, and special measures had to be taken 
to stop their profiteering. 

The Ministry of Munitions acted promptly. It invited 
British scientists to investigate the problem. The scientists 
made short work of the subject. They soon discovered many 
of the formula employed by the Germans in the manufacture 
of chemical and optical glass. As a result, in twelve months 
the output of optical glass for periscopes, field glasses, gun 
sights, etc., was multiplied by the Ministry four and a half 
times. By the end of the war it had been multiplied over 
imnty times. 

In the first twelve months of the war we mainly depended 
upon capitalism to give us munitions, and we suffered terribly 
for our dependence upon uncontrolled private enterprise. The 
natiwi got the things which it did not want ; it failed to get 
the things which it so sorely needed. In the closing stages 
of the war our military .iterations in many far-flung theatres 
0/ war were never impeded by lack of supplies. Where, at 
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the beginning, our soldiers lacked naaterial for small opera- 
tions, at the end of the war they had more than ample material 
(or much larger o[>erations. Munitions were ready in the 
right quantity, of the right sort, at the right moment, and in 
the pr<^r place. The supreme test came when, on March 21, 
1918, the Germans broke the British line in France and ad^ 
vanced forty-two miles to Montdidier in about a week. The 
Germans captured hundreds of field guns, thousands of 
machine-guns, tens c^ thousands of rifles, 10 addition to tanks, 
howitzers, mortars, carts, wagons, clothing, boots, and mouit* 
tains of ammunition, food, etc. So well organized was the 
munition supply, and so ready to meet all emergencies, that 
every ton of lost material was replaced within a fortnight, and 
the replacement was, on the whole, made with superior muni- 
tions. 



§ 3 : Economy of the MimmoNS Supply 
Unable to combat the evidence that Nationalization, and 
Nationalization alone, gave the nation the munitions which 
it needed, the defenders of the system which so signally failed 
to give us munitions, or even the materials of munitions, take 
refuge in accusations of waste and extravagance.* 

It is perfectly true that in time of war a Government 
Supply Department which does its duty is compelled to lavish 
money in experiment, and often finds it necessary to place 
contracts without securing preliminary tenders. That is part 
of the nature of the case, and it is simply trifling with the sub- 
ject to ignore it. What would have been said if the Ministry 
of Munitions had kept our soldiers waiting for some urgent 
requirement while it spent weeks, or months, in cutting down 
tenders? No, it was obviously impossible for those respon- 
sible for the national safety to pursue a policy of obtaining 
competitive tenders, or to restrict within narrow limits ex- 
penditure on experiments and trials. 

^ Time, Mt. Haitle; Witlieii, wriUng on " Tbe Case ftgAinst Natioo- 
KljE&tion " in Tkt RtvietB of Xevitrut, says: "Was not the war woo by 
th« efforts of oni fif^tna and civiliaiu, in spite of Um nmddliiig and 
pTofUgato exti&vagBJioe of the Government? " Tlie answer IM No, lot 
our fighters were aacrificed vainly to the esemy until they were faraithed 
with hi^h exploBiTe, trench mortars, gona, tanks, gu-nutika, and a **'«ii tiirf 
other things, by the Miuistrjr 1^ Uunitioni. 
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And it is just because the condititnis <rf war gave a whip 
hand to the war contractor that the policy of Nationalization, 
pursued in the war, proved so tremendous a success from the 
point of view of economy. If there had been no purely 
National Factories the Ministry of Munitions would never have 
had at its disposal the means of beating down the contractors 
to fair prices. And the scientific costing practised by the 
Ministry of Munitions, as it had never before been practised 
in this country, not only saved the nation hundreds of millions 
of pounds, but enabled the State to carry on industrial opera- 
tiwis in a manner which was unfortunately foreign to private 
enterprise. The matter may well be stated in the words of 
Sir Jtdin Mann,* the Ministry <rf Munitions Controller of 
Munitions Contracts. In giving evidence to the Coal Cwn- 
mission, he said : 

"The Ministry of Munitions installed complete systems of 
costing in all the important National Factories and supervised 
and introduced improvements, where necessary, into the sys- 
tems in use in the works of certain contractors where the 
Ministry was directly interested in the costs of production. 
The information yielded by these costing systems has been of 
inestimable value to the Ministry, not merely in disclosing 
the actual costs of the article made in such factories, but also 
in indicating the relative efficiency of one factory compared 
with another and the variations in efficiency and economy at 
the same factory. The analysis of the costs into the various 
operations performed on any one article also afforded valuable 
inforaiation as to the cheapest method of carrying out each 
operation, thus indicating at each factory any particular 
operation or operations which may have been weak or costly." 

The information obtained by the Costings Department was 
indeed of inestimable value to the nation. It enabled the 
Ministry to curb the greed of contractors. Curiously enough, 
Mr. Lloyd George, in announcing to the House of Commons, 
on August i8, 1919, that his Government had determined to 
discard the Report of the Sankey Commission in favour of the 
NaUonalization of the coal industry, was led, in a very proper 
defence of Government servants — ^whether Civil Servants or 
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business men — to state some things wtiich had been accom- 
plished in the way of national organization. He said : 

"You do not get economy by abusing Government De- 
partments and Government officials, and by abusing those 
volunteers who have given their time to Government work. I 
am bound to say this. They have all done well. There has 
been a great attack upon them, as if they had been extrav- 
agant, especially the business men, without whose assistance 
the war could not have been won. I will give one or two 
illustrations, because I think this is vital. My experience 
was in the Ministry of Munitions. What was the first 
step they took ? To reduce the cost of manufacture — 
shells, machine-guns, guns, rifles. The i8-pounder when 
the Ministry was started cost 22s. 6d. a shell. A system 
of costing and investigation was introduced and National 
Factories were set up which checked the prices, and a shell for 
which the War Office at the time the Mioistry was formed 
paid 22s. 6d. was reduced to 12s., and when you had 
85,000,000 of shells that saved ;£"35, 000,000. There was a 
reduction in the prices of all other shells, and there was a 
reduction in the Lewis guns. When we took them in hand 
they cost £,1^%, and we reduced them to £z'S each. There 
was a saving of ;^i4,ooo,ooo, and through the costing system 
and the checking of the National Factories we set up, before 
the end of the war there was a saving of ;f 440,000, 000." 

At this point a member of the Opposition was not un- 
naturally moved to cry, "NatiMialixation I " 

Mr. Lloyd George, who fortunately has a sense of humour, 
was not perturbed by this interruption. Very handswnely he 
said : "That is a point my hon. friend is quite entitled to 
make. And," he went on, "I will give him another point. 
When the National Projectile Factories were afterwards set 
up we eflfected a further reduction of 10 per cent. Take the 
Ministry of Shipping. By its organization, by its reduction 
of rates, the Controller of Shipping saved hundreds of 
millions to this country." ^ 

•Tbe worda o£ uother Uinuter of Munition* may be lieie quoted 
Th^ ue Umae of a sticog opponent of Socialiim : 

* Well, genllemen, I make you my hearty rangiatuluious. 1 have not 

been qmto convincod by my experiaice at the Ministry trf Monitions that 

SociahEBn u possible, but f have been very nearly con^icad. I am bound 
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Id Parliament on June 24, 1919, Mr. Kellaway» Parlia- 
mentary Secretary to the Ministry of Munitions, stated that 
the national costings system reduced the price of rifles from 
jt4 IS. to £z 8s., and as rifles were ordered by the million, 
this meant a very big saving, or, what is the same thing, a 
very great diminution in contractors' profits. The Vickers 
type of machine-gun, which was costing ;£i la when the Minis- 
try of Munitions was formed, was reduced to £^ at the time 
of the Armistice. During this same period, of course, the 
public was suffering from rising prices — at the very same 
time that, through Nationalization, the Ministry of Muni- 
tions was in this, and many other respects, enjoying lower 
prices. 

In the face of these accomplished facts, the cha^;es of 
waste and extravagance fall to the ground. In view of the 
magnitude of its operations, no one who has any acquaint- 
ance with the work of the Ministry of Muniti<Mis can sustain 
the charge that it was not conducted, in view of all the circum- 
stances of the case, with economy. The exigencies of the 
war were such that a Department of the sort might well 
have been pardoned if it had neglected to set up a Costings 
Branch which was entirely new to our industrial life and 
which was bitterly exposed by some of the contractors them- 
selves. 

In his evidence referred to Sir John Mann testified 
that the installation of the costings system met with opposi- 

a tay I ccnuideT, em the whole, tho achievanent* td the Uiniitr; of Moui- 



ezperuDoe o uis wotki. ooi wd man lEmaDoer uiai uie ma 
thta work were not official producta of piudy official oiiein. 
nco who in the overwhelming majoritjr of cases in the toiwi «d( 
life had alisady readied the tap A their retpective pr<rfessjona, a 



scope that we have been dealing with ia a leat which haa nevei been 
■ttenipted before, and that it ahonld have been done with such a. great 
meaanre of sacceas constitntea a new factor in tha political hiitory and 
esperienoe of the world. But wb mnst remember lh»t the men who did 

■ - ■ -•'-■-' —-' -' ' -" • ■ - -in. They were 

li «Dd tnmble of 

, ._. ._ .___r reipective pr<rfessfona, and if I am 

not convinced by the great ancceas ef the Hinistiy ol Unnitioiu of the 
poeeibUltiea of a nniverial State action in r^ard to mpplv and productien, 
it ia becaoae I do not see from what new scarce in the futoie wa aie 
likely to obtain theae doceota of individnnl atiength and initiative and 
enteipri*e withoot which, after all, we never conld have aucceeded in any 
le^MCL"— Ur. Winston Chnicfaitl to the stafi of the Uinittry of HnniUcna, 
Janoary 3, 1919. As to the reference to " boainesi men," see Chapter X, 
Ii was strange that Mr. Chorchill ihonld forget thAt, e.g. the All-important 
Explosive* Department was kd not by a business man but by a judge — Lord 
Uootbn. 
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tion in certain cases, and that it was only after experiment 
that factory managers as a whole recognized the value of the 
system as a guide to the efficient management of a works. No 
such system yet obtains in many branches of work as now 
conducted by Capitalism, including our all-important mining 
industry. 

Some good results of national organization have renuiined 
to the nation in spite of the shutting down of national effort. 
Mr. Webster Jenkinson, C.B.E., who was the Controller of 
Factory Audit and Costs at the Ministry, also told the Coal 
Commission that, although at first the introduction of cost- 
ings was strongly opposed by the factory managers gener- 
ally, they came to realize its value to themselves,^ and doubt- 
less in some cases what were recently controlled establishments 
are now practising what they learned under State auspices. 
Those who believe in the innate efficiency kA Capitalism, 
however, should explain, if they can, how, after five 
generations of factory management, it was necessary ios 
a State Department to teach business men how to do 
business. 

It was not, of course, the "waste" of the Ministry of 
Munitions which annoyed the contractors ; it was the cutting 
down of their prices through the operations of Nationalization. 
For example, a certain firm quoted ;f34,7i7 for certain work. 
But National Factory costs were available, and the contractors 
were "persuaded " to take ;C'6i537- This sort of saving 
through the existence of State factories was not calculated to 
endear successful Socialism to the business man. 



§ 3 : Magnitude of the Munitions Work 
On November ii, 1918, the Ministry of Munitions had a 
total staff, including headquarters and all district officers, of 
65,142 persons. Let this number be compared with the 
magnitude of the Ministry's operations. The official Appro- 
priation Accounts show that the expenditure of the Ministry 
from its formation in June, 1915, until March, 1919, was as 
follows : 

' Ccwl IndBKiy CommiaBioB, Uiontos of Evidenoe, page tool!. 
S8 
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tmOint Marti 


£ 


1916 


234,000,000 


I917 


... 522.000,000 


I918 


... 673,000,000 


»9i9 


... 531,000,000 



;£l, 949,000,000 



In 1918 the 65,143 perscHis were dealing with a business 
the turnover of which was ;^673,ooo,ooo. So that, for each 
of the pers(Xi5 employed, including messengers and char- 
women, the turnover exceeded ;£^io,ooo. No private business 
iXHild produce such an economical result, for a reason which, 
it is to be feared, is imperfectly understood, so unaccustomed 
are we to large scale operations. The national scale is the 
most economic scale. So true is this that if business is 
organized on a national scale and the officers waste one- 
half of their time they work much more economically than 
if the same business is divided amongst many private con- 
cerns each of which works, within its limits, to the best of 
its ability. The waste of labour, especially of labour of 
direction, in ordinary private business is appalling. 

The Appropriation Accounts referred to are accompanied 
in each case by a report by the Government auditor, who is 
<^cidly termed the Comptroller and Auditor-General. This 
c^dal, unfortunately, has no counterpart in private business. 
His work it is to mark and disclose every unsatisfactory 
feature in the national expenditure. If the shareholders of 
jttnt-stock companies had such aid, what tales would be told 
and what storms would sweep through their annual meetings I 

So careful and so revealing is this public watch-d<^ that 
he notes, in his Report for 1918-19, when ;£'53i,ooo,ooo was 
spent, that "the following items for which adequate vouchers 
could not be obtained, are included in the account " : 

£6 I05. for sundry disbursements at a depot. 

£zi 14s. ad. for postage at an inspection depot. 

;£5 I IS. 4d. in respect of wages and bonus at a factory. 

It Is because of this meticulous guarding of the public 
interest that the newspaper reader is served up with in- 
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cendiary articles od "Waste." The State auditor speaks of 
general economy and exceptional waste. The enterprising 
newspaper has its go "agin the Government " and serves up 
the exceptional items in scare headlines which occupy so 
much space that no room can be found ifx the general 
verdict. 

Thus in the Report dated April 30, 19191 for the year 
when ;f 672,000,000 was spent, the "losses due to theft or 
fraud" are put at £^\ 15s. On December i, 1919, it 
was reported in the newspapers that a private fiitn of ship- 
owners had been relieved of ^1^23,000 by a girl cashier, and on 
December 10, 1919, il was shown that a IxHidon branch of 
an American bank was robbed of ;£io,ooo by three boys, two 
of whom were aged seventeen and the third nineteen, who 
were paid at the rate of 35s. a week for handling enormous 
sums of money. These contrasts between omimercial 
e£Bciency and what the business man is fond of terming 
"official waste " need no comment. 

The Comptroller and Auditor-General's general verdict 
on the National Factories is as follows : 

"As a rule, cost of production compares favourably with 
prices paid to outside contractors, but certain groups of fac- 
tories show less satisfactory results in this respect, e.g. the 
Irish shell factories." ^ 

It is regrettable that the newspaper accounts of the 
Report overlooked this general verdict. A collection of them 
lies before me, headed thus : 

"Examfdes of Waste and Muddle." 

"Orgies of Waste." 

"Spending Orgy." 

"Loss and Waste." 

"How the Public Money Goes." 

"Public Money Wasted." 

"Noodle and Hoodie." 

How could the public gather from such accounts that 
the State auditor's report w£is a favourable one, which, how- 
ever, did its plain duty to the public by pointing out every 
item of miscalculation, however innocent and due to whatever 
' MiniMry of Mnniticna Appioprimtion Acooont, 1917-1918, pags 44. 
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changes in war conditions. For example, the Comptroller 
and Auditor-Genera! referred to the great Henbury enter- 
prise in the following terms : 

"The irrecovendjle expenditure of ;f647,499 shown in the 
balance-sheet of the explosive group of factories represents 
the loss incurred to March 31, 1918, on the factory at Hen- 
bury, which wsis designed for the production of nitro-cellulose 
powder, but abandoned on the declaration of war by the 
United States." ' 

The Henbury works were a wise, proper and prudent pro- 
visimi against a deadly danger. If the Minister of Munitions 
had wnitted to provide against it he would have deserved 
impeachment. There was, of course, no guarantee that 
America would come into the war. Fortunately she did so, 
and the works, no longer needed, were at once closed, the 
Cutting down being as wise as the setting up. Yet this 
unavoidable expenditure was denounced as "waste," in the 
sense of avoidable waste, by many organs, one of which went 
the length of terming the officials "criminals." It may well 
be wondered what sort of terminology would have been em- 
ployed if America had not OHne into the war and if Henbury 
had not been built. 

A few items extracted frtnn the official accounts of Muni- 
tiwis output may be added to show at once the magnitude 
(rf the Ministry's operations and their growth between 1915 
and 1918 : 
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It remains to add that between the latter part of 1915 and 
the Armistice the number of industrial workers employed mi 
Government work, including the Admiralty, incr^sed from 
1,553,000 to 2,946,000. These figures include the women 
workers, who increased in the same period (rc»n 138,000 to 
as many as 848,000. 



§ 4 : Power and Bbautx at Ghetna 
One of the proudest accomplishments of the Ministry of 
Munitions, and the chief fA its national manufacturing estab- 
lishments is the National Factory at Gretna which, fortun- 
ately, the Government has decided to maintain as a national 
asset. 

At Gretna the Ministry of Munitions, in view both of the 
high cost at which we were compelled to buy explo^ves from 
America, and the uncertainty which attached to oversea sup- 
plies through the submarine campaign, built a great explo- 
sives works which proved to be an industrial triumph. The 
results, as officially expressed in figures In answer to a 
question in the House of Ccnnmons on February 26, 1920, 
are remarkable enough. The total capital expenditure on 
the factory was ;£"9,236,i43; the working costs from first to 
last were j^i4,846,6g7 ; the value of the cordite produced was 
;f 16,690,346. The cost of this cordite, tf it had been bought 
from America, would have been ;f26,253,686. Thus, if the 
capital expenditure be added to the total working costs, the 
two t<^ther come to ;^2,i76,846 less than the product would 
have cost if bought in America, to say nothing of the ridis 
tiiat would have been run, there being no guarantee that the 
foreign supply could be maintained. Thus the nation is in 
possession of this encMinous factwy, in effect, for less than 
nothing. 

The Gretna works are eight miles from Carlisle. Work 
was begun in the autumn of 1915. As in other cases, work- 
ing under circumstances of difficulty unknown in time of 
peace, the State built an establishment which is a miracle of 
efficiency, organization, and even beauty. The muddle and 
mess which characterize so large a proportion of our private 
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industrial establishments were unknown at Gretna. The 
works turned out i,ooo tons of cordite per week, not to men- 
tion other products, under ideal conditions, both from the 
point of view tA industry and of society. The Ministry of 
Munitions proved, as at Woolwich and elsewhere, that the 
housing of the pet^le is not difficult when you determine 
not to conjure houses but to build them. Accommodation 
of one sort and another for 13,800 people was erected. Just 
as the factory was remarkable for its efficiency and power, 
the new townships of Gretna were distingfui^ed by their 
comfort, cleanliness, and beauty. It was proved in practice 
that there was not the slightest need for a chemical works 
to destroy the loveliness of rural England. 

And as with the works and the houses, so with the 
workers. Every possible device to protect the workpeople 
was adt^ted, where, if the factory had been a private one, 
inspectors would have vainly pleaded and prosecuted. The 
women and girls employed were carefully trained and pro- 
tected while at work, so that, in spite of the terrible danger of 
the work, there were very few casualties. Provision was 
made not only for work but for social life. A great kitchen 
was est^lished with an output of 14,000 good meals a day; 
the bakery had a capacity of 13,000 loaves a day. Provision 
for rest, recreation and amusement was thoroughly organized. 
Two balls were built, one of them a beautiful building with a 
seating capacity of over 1,000, and there were two picture 
palates. An institute was established with rotnns for billiards 
and other indoor games, reading, etc., and the recreaticm 
grounds were well-equipped and extensive. For the women 
there were separate rooms with comfortable lounges and work- 
tables equipped with sewing machines. In the winter all 
sorts of entertainments were organized, from concerts to 
lectures, and from dances to dramatic performances. 

In point of size, the nature of the work and the entmnous 
call for the products made it one of the greatest in the coun- 
try- Over 9,000 acres were acquired and the actual work 
Was done in a guarded space of 2,80a acres. Altogether a 
Working model of reconstructed industry; an ideal reduced 
to practice; a beautiful thing arising from the ugliness of 
war. Because, 1 suppose, it was so magnificently success- 
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ful, the public has been told very little about it. Who can 
doubt that if the people of the United Kingdom could have 
been conducted through Gretna in August or September of 
1918, they would have demanded with one voice that all the 
industries of the country should he conducted with similar 
efficiency ? 

The extraordinary prints from the manufacture of ex- 
plosives may be gathered from the following report of a 
speech by the chairman of Nobel's Explosives Co., Limited, 
at the fortieth annual meeting of the company on May 30, 
1916: 

"Reviewing the history of the company, the chairman 
stated that it might be interesting to recall that an original 
investment of ;^ioo in the 187a company now represented a 
capital interest in this company of £3,000 in ordinary shares, 
and that the dividend paid on that capital investment during 
the forty-five years had amounted in all to upwards of ;^8,500. 
Such figures inspired confidence in the solidarity of their 
undertaking and its future." 



§ 5 :' Stom of a White Elephant 
The case of the State motor transport depot at Slough 
neatly illustrates the hostility exhibited even to business 
men when, as servants of the State, they do a good stroke 
of business for the nation. The establishment of the Slough 
depot was commended by the Parliamentary Select Com- 
mittee on National Expenditure, which reported on August 7, 
1918. It pointed out that the great accumulation of motor 
vehicles, the enormous value of the materials, and the lack 
<rf adequate workshops and warehouses, fully justified the 
enterprise. After considering possible alternatives, the Com- 
mittee stated that there was no satisfactory alternative to the 
establishment of a central depot, and that " the case for 
the depot has been fully made out." Indeed, they added 
that the proper criticism was that such a workshop should 
have been established long before, as no doubt it would have 
been but for the extraordinary dearth of materials and labour. 
Later the wisdom of the enterprise was criticized, and 
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a Joint Select Committee of both Houses of Parliament in- 
vestigated the subject and reported on July 3, 1919. This 
Committee did its worst to find fatilt, but the evidence put 
before it in favour of the (tepot was so striking that the 
Committee's report very carefully hedged, for it was shown 
to be exceedingly likely that large profits would be made 
by the State. In conclusitm, the Committee, while express- 
ing the <^inion that the decision to continue the works after 
the Armistice was taicen without sufficient consideration, 
said: 

" They feel that the provision of this large central 
depot, weti equipped for dealing with all forms of motor 
transport, may prove to be a national necessity and a 
national asset." 

Further, a Sub-Committee with expert assessors considered 
the estimates and reported that there would be a net profit 
^^ ^340,000 in the first year's working, although they 
questioned whether that rate of profit could be long main- 
tained. A few months later came the amusing sequel. It 
was suddenly announced that the Slough depot, which had 
cost the Government ;^2,soo,ooo, had been sold for 
;f3i35o,ooo to a private syfldicate, the nation thus realizing 
a pn»Gt of ;^85Q,ooo. In addition, the syndicate bought the 
whcde of the motor transport and spare parts remaining un- 
seed belonging to the Munitions Disposal Board for a 
minimum sum tA ;f3,6so,ooo, this amount to be increased 
proportionately according to the sale price realized by the 
buyers on the re-sale of the vehicles. It was also announced 
that the total sum which had so far been realized by the 
sale of motor transport at the date of the sale of the depot, 
including this sum of ;f3,650,00o, was as much as 
^171650,000, of which ;f4,500,ooo was in respect of motor 
vehicles which had been repaired at Slough since the work 
commenced <Hily nine months before. It is possible to judge 
from these figures the reasons why private enterprise violently 
objected to the Government making profit for the nation. 

It is clear that Lord Inverforth and the Committee on 
National Expenditure were fully justified in their belief in 
(he depot, and the nation has profited handsomely by the 
transaction. It is exceedingly unfortunate, however, that 
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the opportunity to e^abli^ an ideal State industry was lost. 
As Lord loverforth pointed out to an interviewer in The 
Observ&r on April 1 1, 1930, national enterprise in the mattcf 
had done what private enterprise had failed to undertake. 
He said : 

" The depot was established at a time when things were 
going badly for us on the Western front. ... No one in 
the motor industry was willing, seemingly, at that time, to 
establish such a depot. Perhaps the risk was considered 
to be too great, despite the fact that British victory, ultimately 
certain, was bound to produce a widespread demand for 
motor transport of all kinds, resulting in a great and prc^t- 
able business In repairing and adapting damaged military 
motor vehicles for immediate use in this country. Appar- 
ently also it was not foreseen that the experience gained 
during the war would bring about a revolution in transport^ 
and that the future of the inland carrying trade would be 
with the motor vehicle. 

" It was with these certainties before me that I decided, 
in view of the national necessity of the moment and the 
transport necessities of the future, to establish the Sloug^h 
depot, and my action has been fully justified by the price 
I have secured for it." 

The value of the Slough depot was well known to the pur- 
chasers. The purchasing syndicate was headed by Sir 
Percival Perry, who was deputy^ihairnian of the Mechanical 
Warfare Depaatment, and Director of Traction to the 
Ministry of Munitions in 1917-18. Thus what some sectiwis 
of the Press allege! to be a white elephant was sold at a 
good price to a man who thoroughly well knew what he was 
buying. The Slough depot stiould never have been sold; 
it would have yielded to the nation a great and growing 
dividend. 



§ 6 : The Ministry's Care of the Workers 

The work of the Ministry of Munitions was crowned by 

the attention which was given to the health and welfare of 

the munition workers. In the conditions which obtained 
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the anxious heads of the Ministry, from Mr. Lloyd Geoi|^ 
<m«ard5, might have been pardoned if they had left things 
in this regard very much as they found them. The factory 
system was well established by the close of the eighteenth 
century, and when the Munitions of War Act was passed 
in 1915 nearly five generaticms of the Industrial Revolution 
had been accomplished. Parliament had from time to time 
enacted various measures of interference with the right of 
the employer to do what he liked with his own, and with 
the aid of a skeleton staff of factory inspectors some poor 
attempts had been made to render the conditions of industrial 
employmefit decent and safe. Capitalism fw the most part, 
however, had done as little as it could, and the instances 
in which firms had given any considerable attention to the 
comfort of their workpeople white at work, to the provisitm 
<rf canteens, or to the proper housing of their employees 
in cases where the conditions of industry gathered workers 
tc^^etber in a new industrial area, were so few as to stand 
out as isolated bright spots in a dark picture of neglect and 
indifference. 

It was to a disgraceful heritage of deplorable working 
conditions that the Ministry of Munitions succeeded, and it 
had to cope with them in the exceptional circumstances of 
war, when material and labour for the improvement of in- 
dustrial hygiene were hard to come by. If, therefore, a 
Minister of Munitions had pleaded in such circumstances 
that he could hardly be expected to attempt to right in war 
time the cumulative effects of a century and a half of neglect, 
he might well have been excused, for, as I have shown, he 
was hard put to it to satisfy the call for power, labour and 
materials with which to produce munitions. 

It is entirely to the credit of the first Minister of 
Munitions and his successors, and a striking tribute to the 
spirit <A national organization, that the manufacture of 
munitions under national auspices was accompanied by so 
many successful experiments in industrial hygiene. In 
many respects the Ministry did more for "welfare work," 
as it is sometimes called, in three years than capitalism had 
accomplished in five generations, and it is pleasant to think 
that scMnething of the spirit which was introduced by the 
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Ministry has remained in some of the establishments 
which it lately controlled. So much pr<^ress was made 
that in the closing stages of the war as many as one 
million workers a day were fed in industrial canteens, which 
had been almost entirely called into existence by the 
activities of the Liquor Control Board and the Ministry of 
Munitions. 

All over the rountry a network of welfare and health 
officers steadily improved local conditions, and by axnparing 
experiences in conference helped to raise the general 
standard. The work of women, girls and boys received 
special attention. Housing officers did much to relieve in- 
tolerable conditions of discomfort. By the end of 1917 some 
350,000 boys had come under the authority of the Ministry, 
and a great deal of good work was dcme amongst them, 
which has now, unfortunately, come to an end. Research 
sections were formed to study such questions as industrial 
fatigue and food values. Never before had such work been 
seriously undertaken in this country. S<Hne of the results 
are available in official papers, as, for example, in the 
valuable series of memoranda published by the Ministry 
relating to the work of the Health of Munition Workers' 
Committee, dealing with such matters as Sunday labour, 
canteens, female labour, hours of work, industrial fatigue, 
ventilation, lighting, sickness, accident, washing facilities, 
and so forth. 

A perusal of these documents will help those unacquainted 
with the conditions tolerated under capitalism to appredate 
the need for reform. Thus the Memorandum on Ventilation 
and Lighting of Muniticm Factories and Workshops (Cd. 
8215 of 1916) remarks: 

" It has long been recc^nized that efficient ventilati<m 
of factories and workshops is essential for the maintenance 
of the health and comfort, and therefore of the efficiency and 
capacity, of the workers, and general regulations to secure 
this result are contained in the Factory Acts. The inquiries 
of the Committee, however, have led them to believe that the 
attention paid to ventilation and to the closely associated 
problem of heating is in the majority of workshops in- 
sufficient, the ends to be aimed at are frequently misunder- 
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stood, and the means of securing them in consequence ill- 
directed or alt(^ther neglected." 

The truth on this head is that a large proportion of our 
factories and workshops are as unhealthy as the houses which 
surround them. 

It is good to think that such work was done; it is un- 
f<Htunate to have to add that, despite the formation of a 
Ministry of Health, the work can no longer be continued 
under the special conditions of national organization which 
enabled devoted men to act directly and by way of command 
where now the State' can do litde more than make 
representations. 

Doctor Edgar Leigh Collis, who was a factory inspector 
from 1908 to 1917, and from 1917 to 1919 Director of Welfare 
and Health at the Ministry of Munitions, gave some striking 
testimony to the Coal Commission as to his experience with 
National Factories and controlled establishments. The nature 
of the Excess Profits Duty assisted his work by making 
employers more inclined to spend money upon structunJ 
alterations needed to givs comfort, or upon medical offi(xr5 
and nurses, because such expenditure could be charged, in 
whole or in part, against working expenses when calculating 
profits for ^e purposes of the duty. Even so, he found 
It "easier to obtain the improvements desired in National 
Factories than in controlled establishments." 

The establishment by the Ministry of a Maternity Sub- 
section led to some exceedingly fruitful experiments which 
were possible because State factories existed in which to 
carry them out. The National Birth-rate Commission of 
1918-1920 took some valuable evidence on this head from 
Miss A. G. Philip, the Director of the Sub-section, and once 
more, as in many other directions noticed in this volume, we 
find the State institution pr<^ressive and enterprising where 
the profit-making institution was negligent. Mtss Philip, 
giving evidence on October 28, 1918, told the Commission 
of the extraordinarily good work which was being done at 
the three National Ordnance factories at Leeds, which she 
described as follows : 

" It starts from the same pMnt of view — that it is unwise 
to dianiss a woman, dependent upon her earnings, at the 
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fourth month of pregnancy, and that it is the duty of the 
factory to provide suitable work for her up to a weelt or two 
of confinement. The three factories combined. One hap- 
pened to have a certain amount of gauging work — light work, 
which is done sitting down. All the pregnant woiaen in the 
three factories were put in the gauging shc^ at five months. 
For the remaining months a central sewing depot was estab- 
lished in a small building at the entrance to one of the three 
factories. All these factories have protective clothing for 
their women — overalls, caps, waterproof aprons and gloves, 
and this protective clothing is difficult to get and very dear. 
It was found possible to produce all this clothing at a low 
cost by concentrating the labour of these women in that de- 
partment. The experiment has now been in existence for 
six months, and it is being watched with the greatest interest 
by all of us, because it appears to offer such a simple solution 
of a very difficult part of the problem." ' 

She went on to point out that when the women realized 
that such provisions were made, and that it was to their ad- 
vantage to reveal their pregnancy, "very many more pr^- 
nancies were discovered in the factory than were ever sus- 
pected before," from which we may gather how dreadfully 
thousands of unborn children have to suffer in the ordinary 
industrial life of the profit-making factory because the women 
conceal their condition to enable them to go on earning 
money. And the scheme proved to be a financial as well as a 
hygienic success. It was found that the sewing depot was 
able to produce the protective clothing at a cheaper rate than 
it could be bought in the ordinary way of trade, and that 
although the pregnant women worked short hours suitf^le 
to their condition and had to be taught the job from the start; 
this throws light upon more than the problem of pregnant 
women in industry. In view of the accomplished results, I 
invite attention to the following words added by Miss Philip 
in her evidence : 

"When they get a building large enough to allow for 
extension the scheme will be able to include the breast-feeding 
period. After the birth the women will go back to the sewing 
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depot, where a breast-feeding nursery will be arranged, and 
the mother will continue upon this Hgbt work until the child 
can be safely weaned." 

Alas, Miss Philip was speaking on October 28, 1918. The 
Armistice came on November 11, 1918, and State production 
and State enterprise were brought to an abrupt conclusion by 
the decision to hand over the National undertakings to the 
private capitalists who, amongst other things, had so shame- 
fully neglected the health of women working in industry. 

The National Factories have now been sold out without 
conditicms made as to whether the old conditions of work 
under tbe State shall be continued or not. No doubt the 
good work done by the Ministry will not fail to make its 
mark upon British industrial conditions, but the winding 
up of the National Factories has meant the loss of oppor- 
tunity to establish model industries, for if so much could 
be done despite the special difficulties of a time of war, how 
much more could have been don^ by the same enlightened 
national administration applied dinctly to industrial pro- 
blems in time of peace. 

It is impossible to exaggerate the importance of this de- 
partment of our subject matter. The social work accom- 
plished in war time under naticmalization has afFected for 
good the lives of many. At the official Welfare and Health 
Conference held at (Oxford at tbe end of 1918 one of the 
Ministry's housing c^cxrs, who had himself lived in one 
of tbe men's hostels, pointed out how the standard of life 
of a vejy rough type of men had been raised by a decent 
service of meals at a clean table in a room brightened by 
a few flowers and pictures. "They are beginning,'" he said, 
"to want those things at home." I once heard a very similar 
thing said at the Admiralty during the war. A (ilthy vessel 
had been taken over from some interesting private proprietor 
and made decent for the national service. The effects upon 
the rough diamonds who worked her were as striking in 
their way as those observed by the Ministry of Munitions 
(^cer in connection with canteen work. The men rapidly 
reacted U> the new and better conditions which had arisen 
solely as a consequence kA national service in war time. 
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CHAPTER V 

THE NATIONALIZATION OF SHIPPING 

§ I : The Heel op Achilles 

IT was not until the first two years and five months of the 
war had elapsed that a Ministry of Shipping was estab- 
lished. Id no department of the national economy had 
doctrinaire individualism worked greater harm than in respect 
of the measures necessary to secure our sea-borne supplies. 
Even to-day few people realize how nearly vulnerable our sea- 
defences proved to be. As for the future, we may happily 
escape war, but the vulnerability of British wealth lies not 
only in the possibilities of scientific naval warfare, but in the 
fact that the British economy depends upon the maintenance 
of oversea supplies which we are making no attempt to secure. 
That is a matter to which I shall return in these pages; at this 
point I am concerned with the extraordinary history (A British 
shipping in the war. 

Between August, 1914, and the end of 1916 there were 
various half-hearted attempts to deal with ships and their 
cargoes. 

The Admiralty Transport Department had, of course, to 
requisition many ships for the transportation of troops and 
war material and as naval auxiliaries, colliers, etc.; this 
created a serious and growing shortage of tonnage. The 
fact that the Government was compelled as soon as war 
broke out to become the naticmal sugar merchant led to the 
requisitioning of vessels to carry the State sugar purchases. 
Later on vessels were requisitioned to carry wheat, nitrates, 
etc., for the State. Thus there came to be a considerable 
amount of in-4nd-out requisitioning. Many vessels were 
wholly requisitioned ; others were requisititmed for a special 
yoyage or service. Every endeavour was made by the Ad- 
miralty Transport Department to distribute the requi»tioning 
7» 
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in such fashion as to economize tonnage and to deal equally 
with the diEFerent shipowners. The requisitioning was done 
at what came to be called " Blue Book Rates." These rates 
were arbitration prices settled by Admiralty Committees con- 
»sting of shipowners, who dealt not too cruelly with their in- 
dustry. Liberal as they were, however, the Blue Bode Rates 
were far below the extravagant market rates caused by the 
shortage of tonnage, and it was important, therefore, for the 
Transport Department to distribute its favours with an even 
hand. 

It will be understood that as the submarine campaign 
developed it became necessary for the Trade Department of 
the Admiralty to direct routes to avoid the U-boat attack. 

Another matter which the Government was driven to deal 
with early in the war throws an interesting light on the 
contest between public and commercial interest which 
normally obtains, but which is accentuated by war. As soon 
as the war broke out British ships were sold in considerable 
numbers to foreigners. Some hundreds of thousands of tons 
were thus tost to the nation. A much larger amount would 
have been lost but for legislation. In 1915 the Board of 
Trade toc^ power by the Transfer Restriction Act to prohibit 
such sales. Even this did not suffice to stay the evil, for the 
Act was evaded by ingenious gentlemen selling ships to com- 
panies nominally British but under actual foreign control. A 
further Act was necessary to stop this particular form of pri- 
vate enterprise, but its passage in 1916 did not give the 
Government complete powers, which were not possessed until 
the Ministry of Shipping was formed. Until almost the end 
of the war the Shipping Controller had to exercise authority 
to prevent the loss of British tonnage by transfer. 

The haphazard and tentative arrangements referred to 
were further complicated by the fact that when the Board of 
Trade b^an to buy meat in enormous quantities for the 
Army, that Department requisitioned not ships, but the re- 
frigerated space in ships, at special rates of hire which were 
higher than the liberal Blue Book Rates but lower than the 
market rates. 

The work of the Admiralty Transport Department was 
done in ccmcert with a Ship Licensing Committee which was 
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srt up in November, 1915, to cootrfd the voyages (rf British 
ships by a hcensing. system. Generally, cargo liners were 
left very much to their own devices, but the roaming cargo 
vessels familiarly known as "tramps " came to be hugely coo- 
trolled. November, 1915, also saw the establishment of the 
Requisitioning (Carriage of Foodstuffs) Committee. This 
body, charged with the important duty of securing tonnage 
for the carriage of cereals, etc., was responsible to the Board 
of Trade. A month later (December, 1915) the Pwt and 
Transit Executive Committee was set up to deal with port 
difficulties and delays. 

Yet another month later (January, 1916) the Shipping 
Control Committee was appointed to co-ordinate these various 
and partial exercises in the OMitrol of tonnage, and generally 
to supervise the shipping problem. This body was given 
powers of representation to the Cabinet, but, strange as it 
may appear, it had no powers of administration and no staff. 
It a>nsisted of three shipowners, a chairman and a secretary. 
It is proper to say that it made a number of important repre- 
sentations, but it was not an executive body. 

At last, in December, 1916, the Ministry of Shipping was 
formed and given full authority in matters of tonnage. The 
Shipping Control Committee continued in being, and became 
a sort of Cabinet to Sir Joseph Maclay, the Shipping 
Controller. 



§ 2 : Peril— AT a Heavy Price 

At the outbreak of war the mercantile marine was one of 
the main contributors to British wealth and an essential link 
in the economic chain which sustained a great people. Basing 
industries on coal power, we created an export surplus which 
was sold abroad to pay for imports of food and materials to 
feed our people and our factories. More than one-half our 
food and more than three-founhs of our materials were im- 
p<;tfted. Thus we had great and bulky imports which em- 
ployed much shipping. As to exports, however, our manu- 
factures, having small bulk relatively to value, failed to 
balan^ the great .volume of imports. It was the ei^KHtatioa 
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iA coal, which reached 77,000,000 tons in 1913, which fur- 
ni^ied bulky export cargoes and made outward voj^^ies pro- 
fitaUe. Indeed, probably two-thirds of the cost of running 
our ca^o ships was met by coal exports. These exceedingly 
favourable factctrs, combined with the excellent get^raphical 
portion of the United Kingdom at the gates of Europe, and 
its good ports, made us easily first amongst the maritime 
nations. We began the war with a tonnage which amounted 
to about one-half of that possessed by all the world. 

A great mercantile marine, however, resolves itself, on 
analj^is, into a remarkably small number of units of any 
considerable capacity. Thus, while there were some 10,000 
ships on the British roister in 1914, only 5,000 of these 
were ocean-gmng, and of vessels of i ,600 gross tons and over, 
we possessed no more than about 3,900 when the war began. 
Our safety thus depended upon the security of a number of 
vessels which a man of ordinary powers of memory could 
easily divide up by trade groups and memorize. Regarding 
the wcM'ld as a chessboard and the ships as pieces, no great 
capacity was required to visualize the entire British mercantile 
marine. 

The manning of the ships was in many respects open to 
grave criticism, which, indeed, was often heard before the 
war. The great growth of the British maritime power was 
not accomplished by any proportionate increase in the number 
rA British seamen. In 1872 the British white men employed 
by our ships numbered 183,000; in 1912 the number was 
209,000. In the same period the number vA foreign white 
seiunen employed rose from 30,000 to nearly 31,000, while 
the number of Lascars and Asiatics rose from a small but 
not precisely known figure to 47,000. 

It is not surprising that so much has been written with 
regard to the profits of British shipowners since 1914- On 
this head, however, it is necessary to say that accusations 
against shipowners as a class, as though they possessed a 
doable dose of commercial sin, are ilt-advised. Shipowners 
are moved by exactly the same considerations as other men, 
and if they differ as a class from others engaged in commercial 
affairs, it is in that the very nature of their industry is lilwly 
to give tbem a broader outlook than is possessed by the aver- 
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age commeFciat man. It has also to be said'tbat during the. 
war a few tA our leading shipowners gave themselves to 
national work with a devotion and ability to which it would 
be impossible to pay too bi^ a tribute. In this, as in other 
matters, it is not the individual that we have to criticize, but 
the system irtiich the individual works. 

It is quite true, however, that the war, which brought 
heavy end often terrible loss to so many of our people, created 
exceptional and unprecedented conditions of profit for our 
shipowners. Unf<»tunately, instead of taking over all the 
ships at the beginning of the war, the Government took the 
course which has been described and which necessarily led 
to the raising of freight rates. A proportion of the ships was 
requisitioned for Government purposes, thus creating a 
shortage of shipping for commercial purposes. By the end 
<A 1914 about 20 per cent, had been requisitioned and freight 
rates had consequently doubled.* 

The effect of the requisitioning of a proportion of British 
ships was later accentuated by heavy enemy depredatitms. 
Ships came to possess an extraordinary monopoly value. As 
their earnings rose, their market value rose.* Old ships which 
cost a few pounds a ton many years before could be, and 
were, st^d for extravagant prices. Many shipowners sold out 
of the trade and retired with enormous fortunes, directly a 

' It should be remembered Uiat abipownen were ia foi hard times vheo 
Ibe war broke out. The folknring ia from Fairflay, ths weekly shippii^ 
journal (December, iqi^) : 

" This year (1914} i> &iter all going to be a fairly good one for owners. 
Up to Aoguit (1914) freights war« anythir^ but wtisfsctory, uid a ccn- 
tina>uic« OE snch tiMltng to the end ti tliis year would not have enabled 
owners to do much more than corei their depreciation, and possibly pay a 
very mall dividend of a>f or 3 pei cent. War, however, hu u nsnal not 
been an ill-wind for shipowners." 

A month later (January, 1915] the same organ was pointing out that " the 
latca of freight obtainable almost appear to be ao^hing an owner car«* 
to ask." 

' The foUowing is an extract from The Financial Timet of Julj at, 1916 : 

" The LoDdon and North Weatern Steamship Co., Limited, ha* Imied 
notice of reeolatioua proposing the sale of the entire fleet for j£i,9co,oao, 
which, with other assets, will produce about j£*,ooo,ooa If the teMntions 
are carried this will allow £2,000 to be paid to eadi director, ;fago,ooo to 
IfcMTS. Pynwn Brothers for loss of managonent, 30s. for each prefersice 
■hare, and about £^0 for each ordinary share. The ordinary are of £111 
denomination, most of them being £j paid and standing at over jjfio." 

The capitsi of thit company in January, 1915, was 35/100 ordinarv dierw 
□f j£io each, £j paid; 5,000 ordmary sliaiea of jj^io each, ^5 paid; and 
100,000 preference shares of £1 each; total, ^^300,000. 
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product ai the war. Again I do not suggest that those who 
made these fortunes were any worse or any better than men 
engaged in other occupaticns. But the facts remain. It is 
the Government of the day that must be held responsible for 
the conditions which they themselves largely created and 
which they could not but be aware of. If the shipowners had 
not taken advantage of the condition of the shipping market, 
they would merely have handed excessive profits on to others. 
For example, if the owner of an unrequisitioned ship had 
kindly conveyed imports for merchants at Blue Book rates, 
the merchants would have taken the margin instead of the 
shipowner. 

On this head Mr. Bonar Law, tn his Budget statement of 
May 2, 1917, said : 

"In connexion with the Excess Profits Tax there is one 
particular branch of industry of which I must say something 
— that is, the shipping trade. Public opinion, opinion in this 
House, an opinion which I share, is that there is no trade 
probably which has made such big profits during the war, 
profits which have been so directly due to the war. For 
that reason this trade is now being treated in a special way. 
It is easy to be wise after the event, and in my (pinion we 
delayed too long in taking over the control of the shipping." 

In this passage Mr. Bonar Law referred to the decision 
which had been taken in February, 1917, no less than two 
years and seven months after the outbreak <A war, to do 
what ought to have been done at the beginning, viz., to re- 
quisition all British shipping at Blue Book rates. This had 
followed upon the formation of the Ministry of Shipping at 
the end of 1916. 

I was astonished beyond expression to find, when I went 
to the Ministry of Shipping in December, igi6, that, up to 
that time, only one-half of our ocean-going ships had been 
requisitioned and that the other half was still earning the 
exaggerated rates of hire which were a consequence of the 
war. I had understood, before I took office, that the Govern- 
ment had for practical purposes requisitioned all the ships. 
It came as a complete surprise to find that as to one-half, our 
ships were merely under a nominal contrd by licence, which 
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meant, itx practical purposes, that they were trading in their 
accustomed routes. 

Mr. Bonar Law on May 24, 1917, on the Second Reading 
of the Finance Bill, gave his own experience of shipping 
profits in a very interesting passage, which I quote from the 
c^cial report : 

" I do not think there is anyone who knows anything about 
ships who would question this : that shipowners have been 
allowed to make profit directly arising out of the war which 
we ought not to have allowed them to make. ... As a rule, 
during the three years which have elapsed since the war 
began, shipowners have made the whole of their capital ; they 
have made the equivalent of 33J per cent.; and that after 
paying Excess Profits." 

Hon. Members: "Oh I Oh 1 " 

Mr. Bonar Law : "Well, my hon. friends (^posite ought 
to know better than I do, for they are shipowners; but I am 
going to give to the House what I did not intend to do, and 
what will, perhaps, interest hon. members. It so happens 
that when I was in business in Glasgow, 1 myself had certain 
small investments in ships. When 1 mention the rate per 
cent, of profit, the House will think that I must be a rich 
man. Perhaps I had better disabuse them of that idea. The 
total amount of the investment was only a few hundred 
pounds in each ship. I was a shareholder in fourteen ships- 
Taking the average of those ships, all of them paying welt, 
the rate of dividend I received last year was 47 per cent., 
after paying the Excess Profits Tax. I do not say that that 
is typical of the whole shipping community. . , . For every 
j£ioo I put in I received £\^ last year after Excess Profits 
had been paid." 

As Mr. Bonar Law said, not all shipping investments 
yielded this rate of profit. On the other hand, some yielded 
much more. Excessive profits indeed became the rule. Down 
to the time when, early in 1917, the Ministry of -Shipping t<x^ 
over the entire mercantile marine and made it serve national 
purposes, the shipowners had made a profit of about 
;f3So,ooQ,ooo in the thirty-<Hie months since the beginning 
of the war. 
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We-may contrast with this figure the pre-war value of the 
British mercantile marine. All the ships, including coasters, 
had a value of about ;f 170,000,000. That is to say, the 
pn^ts of the shipowners down to the time when the mder for 
complete requisitioning was given, were equal to twice the 
pre-war value of the ships. In the same period about 
j^3oo,oQo,ooo had been added to the capital value of the ships. 
The fact that what should have been the nation's mer- 
cantile marine was privately owned made it necessary for the 
nation to compensate the shipowners who lost ships in the 
national service. The result was that when the Germans 
destroyed a ship they inflicted a severe loss upon Britain and 
the Allies while they largely increased the prt^ts of the 
^ipowner. When a fully requisitioned ship was sunk, the 
Government, bearing the war risk under the Blue Book terms, 
compensated the owner and had to do so, not at the original 
value or the original value less depreciation, but at the war 
value, which rapidly mounted as tonnage declined. In 1914 
a cargo vessel could be built for about £fi per ton dead- 
weight. By the middle of June, 1915, this valuehad doubled; 
a year later it had doubled again to £2^ per ton I 

On February 17, 1919, the representative of the Ministry of 
Shipping in the House of Commons said that ;^i04,ooo,ooo 
had been paid to shipowners between August 4, 1914, and 
the Armistice as compensation for the loss of fully requisi- 
tioned ships which had cost ;{;5r,ooo,ooo, but whidi had, of 
course, suffered heavy depreciation. These great gains were 
never taxed. It is true that many shipowners invested the 
compensation money to rebuild ships after the war at great 
cost; others, again, pocketed the money as a windfall with 
no intention of rebuilding. Thus when a German submarine 
sank a food ship it meant deprivation for the nation, but it 
put a fortune into the pockets of the ^ip's owner. Let us say 
that it was a ship of 8,000 tcms deadweight (equal to about 
S,ooo gross roistered tons). If it was buitt a few years 
before the war it cost about ;f40,ooo. If it was sunk in 1917 
the Government had to pay the owner about ;£'i5o,ooo. 

The new interest in spiritualism mi^t well exercise itself 
concerning the cases of ships which although at the bottom 
of the sea are still earning large dividends. A shareholder 
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in a small shipping cinnpany has been kind enough to give 
me particulars of the remarkable earning capacity of a certain 
small ship which the Germans sank in the war. This par- 
ticular vessel, as is not unccMnmon in the shipping trade, had 
the honour to be owned as the sole property of a limited 
liability company, which affectionately named itself after her; 
it will appear that the affection was not unrequited. The 
lady's name I will not disclose; let her here be called the 
Mary Jane. The rest may be told in the words of the share- 
bolder : 

The as. Mary Jane haa for some time been at the bottom of 
the sea. 

After settlement with the Government for the loss the company 
found itself with more than five times its noroioal capital in hand. 

The greater part of the capital thus augmented was invested by 
tfie Directors in War Securities. 

In January, 1918, the balance-dheet not being, I believe, in 
the hands of non-attending members, who, therefore, were un- 
aware of the financial position, resotutioos introduced by the 
Directors were passed, giving the Directors £i,Sfx> per annum 
out of the interest upon the ctHnpany's invested mraiey, diargeable 
as expenses of management. Result : Whilst the balance-sheet 
of OctcAier 18, 1917, shows receipts, ;f 14,329 los. 5d. ; expenses, 
£$ 2S. 4d. ; dividends, ;f3,36o; the balance-sheet of August 30, 
1919, riiows receipts, £6,8og 7s. 3d. ; expenses, ;f 1,535 '4>- 3d- ; 
dividends, ;£2,56o. 

For that year, therefore, the three Directors received j£i)5(x>, 
the main work being the disbursement <rf 1^3,560 in dividends 
out of ;f 6,809 received in interest. No depreciatiMi was possible, 
but nearly £3,000 added to the reserve. The question arises ; 
Is this method of working fair to the shareholders? 

In the opening pages of this volume stxne reference was 
made to the relation of interest to physical science. The 
ss. Mary Jane is clearly a case for the Psychical Research 
Society. She conjures the elements. She does much more 
than call spirits from the vasty deep. She shows how gold 
may be distilled from sea-water. 

A recent shipping ctHnpany's prospectus also illustrates, 
if in more prosaic fashion, the nature of the fortunes that 
have been made in the shipping trade. The Western Coun- 
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ties Shipping Company, Limited, issued in 1919 ;^i,976,ooo 
of new capita] for subscription in December, 1919 (raising 
their total issued capital to ;^2,3SO,ood), to acquire the 
thirteen Moor Line boats. The prospectus showed that the 
thirteen vessels, with four others already in the company's 
possession, had a tonnage (deadweight) of 105,635 tons, and 
that a licensed valuer puts their value in 1919 at j^2,400,ooo, 
or an average of over £ii per (deadweight) ton. If these 
vessels had ali been new in 1914 when the war b^^, they 
would then have been worth about £,k per ton, or ;f633,8io. 
But the prospectus shows that the vessels were built at dates 
ranging from 1894 to 1915 ; eleven of them were built before 
1910. If the war had not occurred they would have been 
worth in 1919 much less, therefore, than ;f633,8io. Yet a 
company with a capital of ;^2,25o,odo was floated in 1919 to 
acquire them, and the promoters expect to be able to pay 6| 
per cent, mi ;f 1,000,000 of mortgage debentures, and, in 
addition, 30 per cent, is named as a likely dividend on the 
ordinary capital. Thus the exigencies of war first poured 
enormous gains into the pockets of shipowners and then 
enabled shipowners to capitalize undertakings at such figures 
as call for a great draft upon the produce of future labour. 

If these vessels had belonged to the nation no war valua- 
tion would ever have arisen and no source of labour unrest 
would ever have been created in respect of the manufacture 
of dividends. 

It would be a pity, however, if we allowed our attention 
to be concerned solely with the question of commercial profit. 
It was not only that we were paying to the shipowners the 
value of their ships over and over again, but that we were 
paying a high price, not for isafety, but for danger. 



5 3 : How Safcty was Secured 

Unfortunately, those who were charged with the safety 
of the nation early in the war did not perceive that it was 
even more important to requisition our ships than to control 
our railways. As late as January 19, 1916, in the eighteenth 
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month of the war, the then President of the Board <rf Trade 
(Mr. Ruociman) made the following statement on the sub- 
ject in the House of Commons : 

"There is a serious shortage of the world's tonnage as 
compared with the world's requirements. We went fully 
into the question of commandeering the whole of British ton- 
nage in order to regulate freights, and came tt> the conclu^on 
— a conclusion which is, I believe, confirmed by all the 
experts who have studied the question — that this particular 
remedy would only aggravate the shortage of tonnage avail- 
able for the United Kingdom and the Allies. It would, in 
short, make things worse." 

Much more than the "regulaticm of freights" was con- 
cerned in the matter. What the nation needed was to use 
its ^ips to the best advantage; to trade them in such routes 
as would yield the largest cargoes; to make stores against the 
possibility of siege. It was not until more than another year 
had elapsed after this utterance that a Ministry of Shipping, 
chai^d with the duty of disposing our ships to the best ad- 
vantage, requisitioned the whole of British tonnage and pro- 
ceeded to make such dispositions as at once gave the largest 
cargoes and tbe most safety. 

It will be perceived that it was with ships b& with shells; 
to pay high prices did not secure by our ships the imports we 
needed, any more than to pay high prices to munition manu- 
facturers for shells secured us the shells that we needed. 

The Government of the day could not plead that it did not 
know the dangers kA the situation. There was, indeed, a 
"serious shortage of the world's tonnage." ' Early in 1915 
the submarine menace had been revealed. There had been 
serious losses. In the first five mc»iths of the war we had 
tost 241,301 tons. In 1915 we had tost 855,000 tons. In 
January, 1916, we lost 63,288 tons, while our shipbuilding 

* Id Mb7, 1915, I wnt to vtfxj Impoitant iiewtp«per in tbe coaittiT ft 
consldeied stsUaient of the lobject, pointiDg oat, inttr alia, tiuit " Gennuijr 
hM Uie plsnt and the men to produce ud to emfd^ hundred* of rab- 
Dtuines) tiei mrmj Is winning the time for Ibeji conitractioa and tue," wtd 
suggesting that it wu nigen^ necenar; " to change the (tatna of tbe irixde 
"rf ue Bntiah mercantile manni* — ' ■- *"^ — -■- — j— ..-- .«_-..— ..__.. 



bring it under the effective contiol 

,, _ — , J*""*? •*'?•" It waa pabliahed by, 

;it other orsona, uia London Svtutmg fftmi and tbe itamtMttltr 



of the AdmiraHjr, arming ewy ocean-goinB ihlp." It waa pabliahed by, 

amongit other «sana, the London Svtmtm,~ "' --■ - 

GuarSiaM. 
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had sunk to a very small fi^re. There was every prospect 
of further and graver loss. It was urgently necessary to 
economize tonnage, to select imports, and to build up stoc^' 
A little later, as I have already shown (page 39), there was 
being placed before the Gorernment (every Departisent con- 
cerned in the matter was represented upon the Committee), 
strong representations as to the steps which obviously sug- 
gested themselves. It was in vain. The months went by, 
and the losses proceeded in this fashion : 





Bri/iih M*rtkmi 


BrMsK *ma m»i 




Shi,i. 


Ntutrtl Mtrfh»a 
Gr»n t»nt. 




GrM t»mi. 


I9I4 (Aue.-Dec.) 


... 341,000 


311,000 


•9>5 


... 855.000 
63,000 


1,300,000 


"■n'ss," 


93.000 


76(000 


i3'.ooo 


Hudi 


99,000 


170,000 


P ::: 


... 141,000 


193.000 


... 65,000 


1*3.000 


June ... 


... 37.000 


113.000 


J«dy 


83,000 


118,000 


August 


43.000 


160,000 




... 105,000 


331,000 


October 


... 176,000 


35S.OOO 


NovenrfKT 


... 169,000 


338,000 


December 


... 183,000 


349.000 




1,337,000 


3,364,000 


Total to end 


I9'6 3,333,000 


3.975.000 



The submarine campaign was succeeding to an extent 
which caused the enemy to believe, not mtbout reason, that 
he could bring us, and therefore the Allies, to ruin by de- 
stroying British ships, without which the Allies could not 
continue in the field, and by frightening neutrals out of our 
waters. The Germans knew well the economic position. If 
the tonnage link could be bn^en Britain would be promptly 
starved into surrender, while France and Italy, deprived of 
coal, the mainspring of modem industry and war, would 
almost as quickly be compelled to cease hostilities. 

The losses continued to increase. The formation of the 
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Ministry of Shipping took place just before the inauguration 
of the German "sink-at-sight " campaign in February, 1917. 
The losses thus rose : 

British MtrchaM Britiih, AXtd *Md 

1917- Toima£t. Neutral Te»n*g*. 

January 154.000 359.<»o 

February 313,000 536,000 

March 3S3t000 603,000 

April 55S.OOO 875,000 

In April, 1917, we lost 555,ocx) tons. To lose 500,000 twis 
in a month or 6,000,000 tons a year was the equivalent of 
losing cargo at the rate of 24,000,000 tons per annum. 
This meant that if the liases of April, 1917, had continued 
for another nine months the Allies could not have continued 
in the war. The peril was averted by the skill and courage 
of the men of the Navy and mercantile marine, working with 
many new inventions, and combined with the wise disposition 
of ships. Courage was a constant factor, and not less in 
April, 1917, than in September, 1918; but between these two 
dates courageous men were put to better use. The situatiiHi 
could not have been saved without that complete requisition- 
ing of shipping which had been denounced by the President 
of the Board of Trade more than a year before as "a measure 
which would make things worse." 

The requisitioning of the mercantile marine by the Ship- 
ping Controller, and his reorganization of the cargo liner 
trade, meant that British ships were nationalized as to use, 
and made it possible to take the decisive step which played so 
great a part in saving a desperate situation. It should be 
clearly realized that before the complete requisitioning of 1917 
the cargo liners were running in their accustomed trades 
under licence, whether or not those accustomed trades were 
of any service to the nation in the war. For example, British 
ships were still plying between North and South America, 
earning for their owners a fortune for every voyage, when they 
ought to have been trading to this country to bring stocks 
to safeguard the nation against the -submarine menace. 
Similarly, many ships were still pursuing the longest voyages 
in the world instead of being traded on short routes to bring 
in more imports to save us from imminent peril. 
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On May 4, 1917, the concentration of shipping in the 
Atlantic was proposed as a practical policy calculated to give 
us the greatest advantage of the American alliance and the 
largest possible im{x>rts per ^ip employed. The prcqxtsal 
was referred by the War Cabinet to a special Committee 
under Lord Jellicoe and at once approved. It was put into 
operation and succeeded beycmd all expectations.* 

The theory was that as we were allied with the United 
States, and as the North American continent could supply 
so much that we required, it was possible, by concentrating 
ships in the North Atlantic, to secure far more imports than 
by using them in any other way. Moreover, the Atlantic 
concentration well served the purposes of the convoy system, 
which was inaugurated by the Admiralty about the same 
time.' 

The result was that, in effect, we multiplied our tonnage. 
A ship taken out of the Australasian trade and put into the 
North American trade carried three times as much for us. 

The advantages may be summed up as follows ; 

(1). It brought supplies to Europe from the nearest and 
finest market, North America, in effect turning one ship into 
two, three, or four. 

(3). It lent itself to the convoy system and thus multiplied 

' But let it Dot be SDf^oaed Uiat this coramon-sense «tep waa taken without 
spfMnition. One pionunent bnsinGss-jiian poUtidan called it a " pious 
Mnnttm." Anotliei danmatrated to his own satisfaction that it would min 
the Allied CAUse. Fortunatd; it had the mthnsiastic suppoit of the Anti- 
submarine Dq>aTtnient of the Admitftlty, of Lord Jellicoe, and of the then 
Fitit Lord. 

* The taidy kdoptioa <A the conToj system 1 

fretly crttidsed. It i> not the [wovince m this v _ 

Admiialty di^ioiitioas, but the conToy sjatem was ao largely bound up with 
the AUiBtic coDceatiatian of shipping that I must oJlow myself, as one who 
waa bean the first an ardent advocate o( the adoption of convoya, to add a 
footnote to history in this connexion. As I underatood it, it was not that 
tbe Admiralty disbelieved in convoy, but that it doubted the ability of the 
maMets of merchant vessels to co-operate. I believe, too, that maof of tbe 
merchant captains themselves had grave doubts on the subject; I under- 
stood that at a conference of masters the practicability of carrving tmt the 
iMiiMiiiji operations was strongly questioned. It is probate that many lA 
Ihost who write on this subject have not coiuidered the difficulty of keying 
a convoyed vessel precisely in ita atation at night with aH lights oat. The 
soooeH of the convoy system when eventually adopted showed that the diffi- 
cnkiea had been much over-rated. It i* obviona that if the mercantile maiine 
had been a nMional iutitniion convoy would nerei have been doubted. 
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the value of the Allied naval Forces again and again, concen- 
trating defence. 

(3). It made the American Navy <me with that of Britain 
in anti-submarine work in the North Atlantic. 

(4). It compelled submarines to <^>erate nearer land. 

Acting for the War Cabinet, Lord NorthclifTe toc^ the 
plan for the Atlantic concentration of shipping to the 
American Government in connexicm with his special missicxi, 
aod thus the United States, as the greatest and nearest sup- 
plier, and the European Allies, were linked in a scheme to 
counter the submarines. The American Government was 
encouraged to devote its energies to the ample supply of the 
European Allies, and did so with remarkable success. 

In the House of Commons on January 29, 1918, 1 was 
able to inform Parliament of the extraordinary success of the 
North Atlantic convoys. The system had been so successful 
that, taking all the homeward-bound o(%an convoys since its 
inception in the middle of 1917, 14,180,041 gross registered 
tons of shipping, with a deadweight capacity of 20,145,400 
tons, had been convoyed to England and France with a loss, 
expressed in gross tons, of 1.44 per cent., or, expressed in 
deadweight capacity, of 1.57 per cent. And those figures 
included losses which had be«t occasioned by ships being 
sunk through the di^iersal of convoys by bad weather. 

Down to November 2, 1918, 47,000,000 gross tons had 
been convoyed with a loss o^ less than i.i per cent.; 8,846 
vessels were convoyed and 102 of them lost. 

So great, indeed, was the triumph of the Atlantic concen- 
tration that the amount of cargo imported into this country 
in 1917, in Bii^M. vessels, was almost exactly the same as in 
1916, although in the year 1917 the British tonnage available 
was 30 per cent. less than in 1916. In igi8 we contrived to 
bring over 35,000,000 tons of cargo into the United Kingdom, 
de^ite the carrying of an American Army to Europe. 

Thus the nationalization of the use of shipping had proved 
to be the salvation of the Allies* supplies in the war, and 
therefore a supreme factor in the final triumph. It should be 
observed, however, that if the United King<tom had possessed 
a NaticHial Mercantile Marine, as it possessed a Naticmal 
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Navy, at the outbreak of war, the triumph would have been 
secured at a much earlier date. 

The record of the t<Hinage losses in the war may now be 
completed: 

hossK of Merchant Tonnage in the War 



i9'4 

1915 

1916 

1917 

1918 (to November 11) . 


BriHih 

341,000 
.. 835,000 

., 1,337,000 
- 3.730,000 
.. 1,693,000 

7.756,000 


BriHih. ABdtd am 
f/tutrai Ttnnat*. 
310,000 
1,301,000 
3,364,000 
6,ao6,ooo 
3,633,000 




13,813,000 



In September, 1918, the British loss was 151,000 tons, 
and in the following month 59,000 tons. It should be 
observed that losses continued until the end. The submarine 
was never thoroughly beaten. In any future war we should 
have to meet more and improved submarines and an efficient 
attack frcHn the air; but of this more hereafter. 

As with the Ministry of Munitiotis, the results of Nation- 
alization were put to a supreme test in the case of shipping 
in the dark days of March, 1918. I have pMnted out 
(PA£C 54) that the Ministry of Muniti<Mis was in a position 
to replace the enormous losses of material in a fortnight, but 
it was not enough to have the material ready. The cross- 
Chamnel organization, in spite of all that the enemy had done 
and could do, was so perfect that the Director of Transports 
(Sir Graeme Thomson, K.C.B., now Colonial Secretary of 
Ceylon) moved the great reinforcements of men, munitions 
and supplies with marvellous rapidity and without a hitch. 

The American Government had ready the new army which 
had been raised to take part in the European conflagration. 
It was ready, but it was 3,000 miles away, and between 
lay the ocean and the German submarines, and our shipping 
was still growing snaller. The necessary arrangements were 
instantly made. The break in the line on the Somme 
occurred on March 31, 1918. On July 17, 1918, I was able 
to tell Parliament that the number c^ American troc^ brought 
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to Europe in April, May and June had been 637,929, of 
which 330,956 had been carried in British ships. By the end 
of the war British ships had carried about 1,000,000 American 
soldiers to France. 

Here again was work of the most deadly urgency which 
it would have been quite impossible to accomplish if the 
shipping conditions of 1916 had still obtained. It was the 
new disposition of shipping, and the transfer of many ships 
from far waters to the Atlantic, that created the possibility of 
bringing a great American army to Europe at the very 
moment that it was sorely needed. 



§ 4 : Getting the Cargoes the Nation Needed 

It was not until the Ministry of Shipping was set up that 
a thorough attempt was made to confine the nation's imports 
to the commodities which it required. The Government ap- 
pointed a Committee, under Sir Henry Babington Smith, to 
investigate the matter, and as a result of its work a drastic 
reform of the nature of our imports was effected. 

Early in February, 1917, the Twinage Priority Ownmittee 
was formed at the Ministry of Shipping to co-ordinate the 
demands for tonnage put forward ixosa. time to time on behalf 
of the various Departments of State and of the Allies, and to 
adjust, as far as possible, the question of priority in case of 
conflicting demands. All the supply departments were re- 
presented on this Committee, together with representatives of 
the Treasury, the Colonial Office, the India Office, and the 
Board of Trade. It also included a representative of the 
Commission Internationale de Ravitaillement, the body 
which was formed in August, 1914, to co-ordinate the pur- 
chases of supplies by the Allies, and to prevent competition 
in purchasing in the same markets. 

Each supply department made its demands upon the 
Committee for carrying capacity. These demands were 
aggregated and compared with the tonnage estimated to be 
available by the Ministry of Shipping in view (rf every 
cc^nate consideration — the probable losses through enemy 
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attack, marine losses (which were gravely aggravated by the 
cMuUtions of war), the expected new building, the possi- 
bilities <A purchase, and so forth. 

The allocations of British tonnage for Allied use were also 
taken into account. It was found in April that whereas the 
demands for tonnage carrying capacity amounted to 3,800,000 
deadweight tons, the estimated available capacity was about 
1,000,000 tons short of this. These figures will give some 
conception of the difficulties which the Committee had to 
face, and of the urgent necessity for careful selection of 
cargoes. 

Meeting round a table, each Department was able to con- 
sider its own requirements in view of the aggregate require- 
ments, so that adjustments were ' made and the tonnage 
rationed to the best advantage. The Committee had the 
benefit of surveying the situation as a whole, so that relative 
priority could be established with reference to every relevant 
consideration. When my Committee found it impossible to 
make final adjustment of the situaticMi without reference to 
higher authority, a War Cabinet Committee sat on the issues, 
so that full responsibility could be accepted by Ministers for 
determinations made. 

Difficult as this work was, it was satisfactorily accom- 
plished, as the issue shows. The soldiers obtained their 
food, mlinitions and supplies. The civilian population was 
maintained in a fair degree of comfort. Essential trades 
such as the cotton industry had proper consideration, and 
were given such supplies of material as to preserve their 
existence. 

This important work of selecting imports,' and of fitting 
them into an ever-decreasing quantity of tonnage, was almost 
entirely unknown to the public, to whom the real gravity of ■ 
the shipping situation never appeared. Owing to the call cA 
the Army, the Navy, and the Allies, only about one-half of 
the ocean tonnage of the British Empire, or, say, eight 
million out of the sixteen millitHi tc»ts, was available for the 

* This polity «M •MnetiniM Unned ths " Ratfiction of Imports." Tbtt 
wu « mintooMT. The " reatnction " wu acctmplufaed b]r the enemy ; 
wttal w* did «u to adect the beat importa to be carried in (ha leairicted 
qwce. 

89 



DigizedtyGOOgle 



The Triumph of NationaUzaiion 

supply oi the United Kingdom with essential foods and 
materials for cither war' or civilian purposes. As the mer- 
chant ships employed by the Army and Navy could not be 
<Uminisbed, ihe war losses fell entirely upon the shipping 
needed for supply. In 1917 we had to make the most of an 
importation of about 34,000,000 tons. We had to build up 
a food reserve, for it was not safe merely to supply current 
requirements. So successfully was this accompli^ed that in 
the summer of 1917 we actually imported more grain and 
flour than in the summer of igt6. In June and July, 1917, 
we imported nearly 500,000 tons more grain and flour than 
in the same two months of the previous year, when we had 
so many more ships. 

In 1918 an inter-allied import organization was completed 
(described in Chapter XIII) to meet a situation in which it 
became increasingly necessary to pool all the resources of the 
Allies. If the war had lasted into 1919 this organization 
would have continued to perform important functions in allo- 
cating supplies which were far short of requirements. Even 
as far as it went, however, the estimation and pooling of 
resources by a number of nations engaged in a common 
cause formed a valuable object lesson in work which will 
certainly some day be accomplished in peace for the world 
at lai^. 



I 5 : The Status of the Seamen 

Something has already been said about the manning of the 
British mercantile marine. Of the Ministry of Shipping, as 
of the Ministry of Munitions, it can be said that, in time of 
war, it accomplished more for the welfare of the workers than 
had been witnessed in many years of peace. 

The Shipping Contrtriler set up a Mercantile Marine Con- 
ciliation Ounmittee, representative of shipowners, the sea- 
men, the Board of Trade, and the Ministry of Labour. A 
subMDommittee of this body was appointed to consider the 
possibility of forming a board to improve the conditions of 
employment of seamen and to establish, if possible, a national 
go 
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sucdard wage for seamen . The suggestion had many critics, 
but fortunately, also, a few devoted friends, including Mr. 
H. W. Griffin, of the Ministry of Shipping. 

After protracted negotiations, it was found possible to 
settle a constitution, and the National Maritime Board tO(^ 
shape. This Board existed until 1919, when it was succeeded 
by a Joint Industrial Council, 

The Board dealt with all classes of seamen, cheers and 
men, except masters, whose case, unfortunately, the ship- 
owners would not consider at the Board's deliberations. The 
work of the Board was not without effect for them, however, 
as the Shipping Controller fixed standard scales for the 
masters of vessels owned by the Ministry and these were 
generally adopted by shipowners. 

The National Maritime Board was divided into four 
panels, dealing respectively with Navigating Officers, 
Engineer Officers, Sailors and Firemen, and the Catering 
Department. Upon each panel shipowners and seamen were 
equally represented. T^e chairman, appointed by the Ship- 
ping Controller, had no casting vote, and, when the two sides 
of a panel failed to come to a decision, the point at issue was 
referred to the Shipping Controller, whose determinaticm was 
usually recognized and acted upon. 

.While the present writer was chairman of the Board, from 
November 32, 1917, until November 18, 1918, the Board held 
130 meetings, at which standard rates of pay were arranged 
lot almost the whole of the seafarers of the United Kingdom. 
The changes in the status of the seamen may be gathered 
fnun the fact that, whereas in 1914 the pay of an able seaman 
was about £$ a month, at the end of 1918 it was £1^ los. 
a month (in each case including food). The pay of officers 
was also greatly increased; in many cases it was sadly in 
need of improvement. The pay on railway boats was ex- 
ceedingly bad. 

At die meeting of April 29, 1918, a chief officer 
in the service of the IxHidon and North Western Rail- 
way, who had been twenty-eight years at sea, eighteen 
years in the company's service (the last ten years as chief 
<^cer), testified diat his wages, including bonus, were only 
jf 4 14s. 6d. a week, made up thus : 
»< 
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Chief Mate's Pay on a Railiuay-oiDned Steamship m 
April, 1918 

Wages ;6^3 4 6 per week 

Bonus 136,, ,( 

Victualling 7 6" „ ,, 

£^ 14 6 



* 3S. 6d. per day for tfaree days while at sea. 

On the same boats the second mate received only 
£3 1 7s. 6d. per week, the officer finding his own food. These 
rates, under the determinations of the board, which were most 
reluctantly accepted by the railway companies, were raised -to 
;^26 per month and £22 per month respectively. 

As in the case of the Ministry of Munitions, the wcH-k of 
the Ministry of Shilling for the workers will reinaio after 
the Ministry has disappeared from the list (rf the Depart- 
ments of State. But the nation ought not to be satisfied 
with that. The mercantile marine lost nearly 15,000 men 
in the war, as compared with the Royal Navy's 33,500, and 
it is impossible to pay too high a tribute to its services. 
Only a national mercantile marine can enable the nation to 
do full justice to those who work for it in an arduous and 
dangerous employment. 



§ 6 : Shipbuilding in the War 

The value of national organization was also exhibited 
very strikingly in connexion with shipbuilding and ship 
repairing. Unfortunately the true position could not be 
clearly explained to the public until the close ol the war, and 
much ill-informed criticism arose. It was not until after 
the Armistice that it was possible to show how, in spite of 
the considerable increase in labour in the building and re- 
pairing yards, it was not possible to achieve a greater output 
of new merchant shipping.* Here is a statement of the 
labour position at August, 1914, and at September, 1918 : 

1 November 14, 1918, giie* so 
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Shipyard and Marine Engitie Workers 

Ptriemt. 

When tiw war brdce out 350,000 

In September, 1918 381,000 

Added by State or^anizatiiM] 131,000 

Distribution of ttie 381,000 workers: 

Oa new naval oonstniction 146,000 

On naval repairs S3tO<>o 

On merc^nt repairs 66,000 



Leavii^ for new merchant work 



381,000 



Despite the claims of the Army and of the munition 
works, as many as 131,000 workers were added to the ship- 
yards and marine engine shops, raising the total number 
employed to 381,000. 

What was never understood by the critics was that we 
had not merely to build new merchant ships, but 

(a) To build war vessels to protect the merchant ships 
(146,000 men); (b) to devote much labour (53,000 men) to 
naval repairs ; and (c) to repair (occupying 66,000 men) the 
great amount of merchant tonnage which the enemy damaged 
but did not actually sink. 

The attack by submarines meant the building of anti- 
submarine craft of many types in great numbers, and an 
increasing measure of success was achieved as time went on. 
But the devotion of labour and material to this successful 
work necessarily restricted merchant output. For example, 
the number of Government standard ships completed was 
'45 by November, igi8, and only five of them were lost — 
one by marine risk. This splendid result could not have 
been achieved if we had built more merchant ships and 
neglected Admiralty vessels. If we had done so, the build- 
ing would have been merely a gratuitous offering to the 
German submarines. 

As to repairs, it w6s obviously more economic to devote 
a man to repairing A damaged ship than to new shipbuild- 
ing, and it was not realized how serious the repair questttxi 
93 
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came to be. In January to September, 1918, nearly 
30,000,000 tons oi meixJiant shipping went through the 
reptir yards, and the Admiralty repairs were equally heavy. 
Now for the complete justification of the policy which 
was pursued. By comparing the net loss in April, 1917, 
when the nation was in imminent peril, with that which 
obtained in September, 1918, when the submarine had been 
subdued if not altogether defeated, we get : 



Merchant Tcuels lost 555>056 i5iiS93 

New merchant riiips tniilt ... 69,711 i44>772 

Net loss 485.345 6,821 

Thus the disastrous position of April, 1917, was changed 
into one of safety. 

As soon as he took office as Shipping Controller, Sir 
Joseph Maclay initiated the policy of standard shipbuilding, 
which was fully vindicated by the results achieved.* At 
first there was a good deal of mistaken criticism, but this 
lai^y died away as the advantages of intercbangeability of 
engines, boilers, etc., were demonstrated. To quote a well- 
known shipbuilder: "There are practically no ailments 
of any moment to put against these advantages. StandartUza- 
tion is the only method for the most rapid and economical 
production of steamers." A well-known marine engineer 
put it: "The fact that the first vessel to be completed on 
the Tyne, the War Rose, built by Swan Hunter, is fitted 
with boilers built by their Neptune works, with engines 
built by ours, and the machinery installed on board by us, 
and the vessel completed six months and twenty days from 
the date of laying the keel, is a proof of the efficacy of this 
policy." 

An interesting development <^ the standard ship was the 
"fabricated " vessel, built in straight-line parts which could 
be made in bridge-building and constructional engineering 

■ HatdwDt ■hipbnildiiw maa BaocMuTUT ander tbe control of Sir JOMfA 
UttiMj, supping ComtrdQer, Sir Erie GeddM and Sir Alan AndeTHO, 
AdmiraltT Onitrollei*, ud Lord Pinie, ControIlei-GenBTal ot Htrduat 
ShipbnOdinK. *^ 
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works, to be sent to the shipyards to be there assembled and 
put together. The various parts of a straight-line vessel 
are made to precise standard measurements, and they make 
a perfect engineering job. The great merit in war time was 
that it enabled us to utilize inland engineering firms as ship- 
builders. So greatly was this conception misunderstood that 
(Mie Parliamentary critic criticized the "angles" of the 
fabricated vessel, despite the fact that even a very large 
model of a standard fabricated ship shows no angles what- 
ever, the combination of short straight lines producing the 
effect of a perfect curve. Great credit was due to the 
Admiralty officials who designed the fabricated ship, and it 
is of special interest to observe that the idea was at once 
taken up in America, where nearly ali the shipbuilding 
came to be of this type. 

The subject of the fabricated ship brings me to the 
national shipyards, which were designed in the West of 
England, on the Wye and Avon, for the constructicwi of 
this type of vessel.* The fact that the war terminated on 
November ii, 1918, should not make us forget that the date 
of the conclusion of hostilities could not be prophesied in 
advance. Indeed, the War Cabinet had made every pre- 
paration, as it was in duty bound to do, to carry the nation 
through another year of warfare. If the end had not £ome 
until the close of 1919 the national shipyards would have 
made a most important contribution to the national economy 
in a year in which, as we may now so easily fot^t, we 
should have been extended to the very limit of endurance. 
Even as it was, the arrangements made to construct fabri- 
cated vessels at Chepstow, Beachley and Portbury proved 
to be of great national utility. Our shipowners, unfortun- 
ately, rather scoffed, as the Americans did not, at the 
fabricated vessel, and at first would have nothing to do 
with it. After, however, the nation had organized tiie pro- 
duction of the straight-line material, it was claimed by 
shipbuilders under the pledge that they should have pre- 
ference in material. The result was that a lai^ amount 
of material made expressly for the building of ships in the 
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natiotial yards was diverted to the private shipbuilders, wlio 
were then able to say with truth that work had not been 
started by the Government yards. 

It shtMild be added that when the Armistice came So new 
berths had been constructed, or were under construction, in 
private yards, and a sum equal to one-third of the total cost 
of the national yards had been presented to private ship- 
builders to enable tbem to make extensions. 

To return to the shipbuilding question as a whole, in 
spite of labour and steel shortages, national oi^nization 
so increased our shipbuilding capacity in the war ^hat at 
the end it had been increased by more than one-fourth. This 
will be clear from the following statement : 

Growth in Shipbuilding Output 

1913- >9t8. 

(13 Milk,, to Oct. 31.) 
Grail lam. Gratt Ibmi, 

Actual merchant output ... 1,932,000 1,583,000 

Equivalent mcFdiant tons 
represented l^ Admiralty 
work done 363,000 1,345,000 



3,394,000 2,937,000 

If the nation had not been at war, such a devel<q>ment 
in five years would have been deemed remarkable. The 
result shown was achieved in circumstances of extreme 
difficulty. 
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CHAPTER VI 

THE NATIONAL FOOD SUPPLY 

§ I ; "Driven Bit by Bit, against our Will" 

THE nationalization of the use of shipping, which 
secured the countiy's supplies of both food and muni- 
tions in the last two years of the war, would have been 
useless without the co-operation^ oi Government Supply De- 
partments to exercise foresight in purchasing oversea supplies 
and to distribute them wisely when safely brought to port. 

Fortunately the Government of December, 1916, estab- 
li^ed a Ministry of Food as well as a Ministry of Ship[Mng ; 
and, despite the lost opportunities and the further delay in 
taking necessary measures which occurred after the establi^- 
ment of the Food Ministry, the dangers of an unparalleled 
situation were averted. 

The process of learning in the school of bitter experience 
was a very slow one, and dearly the nation had to pay tor 
it. In Parliament on November 16, 1916, the President of 
the Board of Trade (Mr. Runciman) put the thing very 
clearly indeed : 

" We have been driven bit by bit, against our will, to 
suspend the easy fiov of purely voluntary action.' 

The value of national organization could have no stronger 
tribute. Here was a Government composed of statesmen 
who, in common with the majority of the men of their time, 
strongly disbelieved either in State trading or in State inter- 
ference with trade. They exhausted every expedient to avoid 
State trading or State interference. And yet they were 
driven, tbnMigh the failure of their cherished beliefs, to take 
action forced upon them by the danger into whidi the 
country was brought by "the easy flow of purely voluntaiy^ 
acti<Mi." 
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In respect of certain foods State action <A some purpose 
had been already taken by the first two war Governments at 
the date upon which Mr. Runciman's illuminating words 
were spi^n. 

As soon as the war bn^e out, a Cabinet Committee on 
Food Supplies took stock of the situation. In this, as in 
other matters, there was a plentiful lack of good information, 
for we had never brought ourselves to establish a permanent 
census departmrat to set as the eyes and ears of Government. 
This Committee surveyed existing stocks, and power was 
taken to obtain proper periodical returns. 

One matter of peculiar urgency forced itself upon the Com- 
mitter. Our sugar supplies before the war were obtained 
as to by far the greater part from Germany and Austria- 
Hungary ; of our imports of about 4,400,000 cwts. of sugar 
in 1913, nearly four-fifths was derived from the enemy coun- 
tries. It was clear, therefore, that immediate State action 
was necessary, and the Cabinet Committee made considerable 
purchases ih the first two weeks of the war. This was fol- 
lowed on August 20, 1914, by the appointment of the Royal 
Commission on the Sugar Suf^lies to purchase, sell and 
control sugar for the Goveimm^nt. 

This was the first step in the series of measures which 
culminated, in the closing stages of the war, in the purchase 
and control of nearly the whole of our food imports by the 
State. 

FrtHn first to last the work of the Sugar Commission, 
which is still in being in 1930, has been extraordinarily suc- 
cessful. It has never been seriously criticized, and the Select 
Ccxnmittee oa. National Expenditure in its 1919 report showed 
that its work was done by a small staff of fifty-one perstms, 
and that it "has been efficiently carried out without cost to 
the Treasury." To feed the nation with sugar when four- 
fifths of its normal supplies were cut off was no slight task, 
and yet it was not until eighteen months after the war began 
that any serious shortage erf sugar became manifest to (he 
public. Throughout we have enjoyed, through the wise bulk 
purchases of the Commission, sugar at a price below the 
world price. When in April, 1919, permission was given for 
the private importation of sugar for manufacturing purposes, 
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priTSte contracts were made at £\z to £\z » ton over the 
price of Government sugar.' 

The Sugar Commission was the first State authOTity to 
buy an entire cn^ on behalf of the nation. This happened 
in 1914 when the crop of Mauritius white sugar was con- 
tracted for, its exportation to other destinations being pro- 
hibited by the Mauritius Government. 

In other directions also, lousea ^aite had to bow, if reluc- 
tantly, to the war situation. In the early months of the war 
it was thought advisable to buy wheat tm Government ac- 
count. In October, 1914, the Government made large pur- 
chases on the open market through a privafe firm, the secret 
being well kept for a long time that the extensive buying was 

' IfcMt*. HancY Tate and Sena, Limited, the ««D-kiK>wn angai rafincn, 
bronghl oat thia fact in » letter pnldiihed in Tkt Timtt on Uav a;, 1919. 
Thay added: "Tbe Coanniadcai have dona well tfaroncb a dimcnh t&w, 
and it woold be a ttaonaand pitlea were tbn to giTe np oie cmtiol of ingai 
until the return to more normal conditiaaa.'' 

On DecembCT 10, 1019, Hi. Edwin Tate of thia firm repeated hia warning 
as to the danger OL wlthdiawinf oootrol, and rdarriaK to the riie is nigar 
prices in the open market, aaid, " One may well aik iriiat would have tiMi 
thejirtce A angar had the control been enUrdj reaamred." 

Bat, of coarse, tbe " bnstnea* man " who knew better was heard from. 
Mr. E. D. Caiina, a ihipowner, of InTemeaa, wrote to " Tht Timti Trede 
Snppleinent " on May ij, igao, charging the Snsai Commiaaion with 
" tncha " and stating that, it he were sllowad to do so, be conld import 
tdeoty ti sugar die^ier than that supplied br (he " Government Sugar 
Trust." UnfortnnatdV for Mr. Cairns, the Sdect Committee on National 
Ezpeoditure saw his fetter, and anmnetied Urn to give evidence in support 
of his daim. He ignored the smnmons, and was reported to Parliament. 
He was than ordered to attend the Conunittee, and an officer at the House 
cf Commons was sent to Invemeaa to sonunoo him. Ur. Cairns then came 
to Lond(»i and gave his " evidence." The Select Committee Tc^MirtBd 
(Joly 31, 1930) that his case was gronndkss. They said : 

" "nw Sub-Ccmmittee does not diipnla the pcMdbility of private traders 
bring able to import sugar, but, after waighi^ the evidence, they doubt 
irtieuer it woold at present be possibls to put any ([Uantity on the market 
at a whnknalfi price of Sd. a pound, nnleea modi at the sugar were to be 
of a quality inferior to that now snp{died by the Sugar Commission. Hr. 
Cairns hinudf admitted that the sugar at Us disposal ran from 75 per cent, 
to 95 per cenL polarisation, although the poiarisaUon of white tatde sugar 
as at present su{^lied by the Sugar Commisaiaa is ^yi per cent. 

" *' 'is important that it sho^ be widely known malt no licence is required 



at present in ordn to import, for manufacturing purpossa, any sugar of a 
■— ~«d by Mr. 

n of sugar in this conntrv, asd it would only be imported tortnighthr hi 



polsHzation not exceeding 91 per cent. The 90,000 tons offered I 



Cairns represents only aboDt ooa-thlrteeath of the present annual c 
~[ sugar in this conntrv, asd it would only be imported tortni 

Snantities. It la obvious, theiefMe, that such a quantity, ei 
the present standard quality, conld not materiallj aSed the iriioleeale 



pnce." 

Ifr. Caims's mare's-nest is notloed here because his case is typical of the 
banless charges brought against State Dc^kartmests. 
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on Government account. Early in 1915 the Indian wheat 
crop was bought up, and its exportation to other destinaticms 
prohibited. 

Special efforts were made to increase wheat reserves, and, 
as we have seen, the Requisitioning (Carriage oi Foodstuffs) 
Committee was set up in November, 1915, to requisition 
British ships to convey supplies. (This Committee, by the 
way, also gave tonnage aid to France and Italy for Uie same 
purpose.) Some success attended these efforts, and in May 
and June oi 1916 very large impcwts were secured. Unfor- 
tunately, however, the Government cut down imports in 
June, 1916, and we therefcHe failed to get in supplies which 
we might have had, and that in a year when the American 
harvest was a failure. A rapid increase in submarine sink- 
ings followed. In the last four months of 1916 no less than 
632,000 gross tons of British shipping were sunk, while the 
total Allied and neutral losses in the same period amounted 
to 1,263,000 tons. In view of these figures it was unfortunate 
that action of a more serious character had not been taken by 
the Government. The position which some of us had feared 
and, indeed, predicted, had come about. On October 11, 
1916, a Royal Commission on Wheat Supplies was at last 
set up, with the same full powers over grain which, more 
than two years previously, had been given to the Royal 
Commission on the sugar supply. 

But still the Government resisted the conception that a 
special Department of State was needed to care for a situation 
of imminent peril. Although the Wheat Commissitm was 
set up on October 11, igi6, the President of the Board of 
Trade in Parliament six days later derided the suggestion 
made by Mr. G. N. Barnes that a Food Ministry was needed,* 
and that although the tonnage losses were increasing. In 
that very month 176,000 bxts of British shipping went to the 
bottom, while the total loss of the Allied and neutrals 

* " He (Mr. BArnes) h»a snggested a, snpeihninaa cni« for all oui Ula 
ut dw shape of a. Miatstrj of Food. It b»a becotOe the fashion nowodars, 
whenever w« are de&lin^ with adj topic, to have * Miaister eipecUlIj for 
it. It js not only my Tight bon. fiieod irtio bai made tlie snggettioa, bst 
Mie of the oortespoadeDts of the Boaid of Tiwde hat Alieady suggested, in 
the ooarie of a loag and abusive letter, (hat tlM only way out of ont di^ol' 
tiea was to have a ' Hinistai of GaMrooonric Unnitioai. " — Mr. RnnciDMii, 
House of Commtuu, Oct. 17, 1916. 
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amounted to over 354,000 tons. But it is not th« case that 
Mr. Runciman took an exceptionally unwise view of the posi- 
tion. The speech of October 17 was loudly cheered by a 
House of Commons the great majority of which was utterly 
opposed to national organization. But the l<^ic of events 
was too strong for settled convictions; after deriding a 
Ministry of Food on October 17, the President of the Board 
of Trade announced to the House of Commons on November 
15, 1916, that a Food Controller was to be appointed. There 
was no sign, however, of realization that the necessities <rf 
the situation demanded the erection of a separate Department 
(A State, and, indeed, the days went by and no Food Con- 
troller was actually appointed. Then came the change of 
Government, and the formation, at long last, of a Ministry of 
Food, confirmed by the New Ministries and Secretaries Act 
of Decemljer 22, 1916. 

Just before the Ministry of Food was formed the Board of 
Trade bought (in December, 1916) 3,000,000 tons of Au^ra- 
tian wheat. It was not possible, however, to fetch it, because 
the rapidly growing shortage of tonnage compelled us to look 
elsewhere than to the longest voyage in the world for our 
supplies. Even at the beginning of 1919 about one-half of 
this purchase remained unshipped, but since then the remain- 
ing 1,500,000 tons have been landed here. In spite of the 
delay a very trifling loss was incurred through deterioration. 

The early steps taken in the war in respect of the food 
supply were not confined to wheat and sugar. Under Mr. 
Runciman the Board of Trade totA very valuable steps to coti- 
trol meat imports. The operations were on a gigantic scale, 
and by October, 1916, the total Government purchases of meat 
had amounted to ;^6o,ooo,ooo ; the Department bought for 
the French and Italian armies as well as for our own. All 
the refrigerated tonnage was requisitioned at fixed rates which 
were, however, higher than the " Blue hock. " rates.' The 
requisitioning extended only to the insulated space. As the 
Board o( Trade bought up the entire meat surpluses of Aus- 
tralia and New Zealand it obtained more than was required 

• Thii particnlM teqouitionliig wu done by Ow Boud of Trade, and not 
by the Adnuialty Transport Department which then coiitr<]Ued Bill other 
nqaisiiianed ahipa. 
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for the Army, and so the Board of Trade came to be a pur- 
veyor of meat to the entire nation. There is no doubt that 
Mr. Runciman's policy in this matter saved the nation an 
enonnous amount of money. Middlemen were eliminated, 
and we got both security and cheapness. In a free market 
prices would have advanced to a very high level. 

It should also be noted that the first step in price deter- 
mination was taken, before the formation of the Ministry of 
Food, when in November, 1916, the Board of Trade fixed the 
price of winter milk M a maximum of tw<^nce over the price 
ruling in November, 19I4> 



§ 2 : The BuaDiNG op Stocks 

Great success attended the Ministry (^ Food in building 
up food reserves, which had reached a low ebb in 1916. The 
work was the joint effort of the Ministries of Food and Ship- 
ping, and what was accomplished was the more remarkable 
because it was always a case fA endeavouring to do more work 
with fewer instruments. Ship power and man power were 
alike rapidly declining, but organization triumphed. 

In 1916 the stocks of wheat, barley, oats and meat were 
lower than in 1914, but the stodcs of fat and sugar had risen, 
although insufiiciently. At the close of the war we had far 
better stocks of all these commodities than in either 1916 or 
1914. The figures of grain stocks for September 1 in each 
<^ these years are as follows (this date begins the "cereal 
year ") : 

Graitt Stocks of United Kingdom, 1914, 1916, 1918 

On Stft. 1 Whtal. BarUy. Oai,. 

*/ Tant. T»ni. Tom. 

1914 ... 3,656,000 ... 1,750,000 ... 3,765,000 

1916 ... a,599,ooo ... 1,470,000 ... 2,968,000 

1918 ... 3,413,000 ... 1,448,000 ... 4,031,000 

Thus on September i, 1918, the stock of wheat in the 
United Kingdom had been raised to over twenty weeks' 
consumption. 

Good results were also achieved in meat, fat and sugar. 
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In the following table the variation of stocks of wheat, meat, 
fat and sugar are shown in percentages of the stock which 
existed on September i, 1914 : 

Fooi Stocks of United Kingdom, 1914-1918 
(Stock on Septeiirt>er i, 1914 - 100) 



Sted am 










Sefi. I «/ 


W»tat. 


Jff*/. 


Fat. 


Snt.r 


1914 


100 


100 


too 


100 


191S 


105 


'51 


■46 


113 


■916 


98 


no 


104 


1917 


"4 


116 


■?■ 


138 


i9>8 ... . 


139 


311 


150 


3»4 



A statement, tliis, the more remarkable because between 
September i, 1916, and September i, 1918, the lasses of 
shipping were: for Britain alone, 5,850,000 gross tons; for 
Britain, her Allies and the neutrals, 9,803,000 gross tons. 

In connexion with the formation of stocks, considerable 
additions were made to storage accommodation. .When the 
Armistice came, cold-storage space had been increased by 
35 per cent, upon the pre-war capacity. 



§ 3 : COHPREHXHSIVE POOD CONTSOL 

Ever since February, 1915, when the submarine campaign 
was revealed in its true colours, I never ceased to urge that 
our essential supplies should be brought under the complete 
control of the Government, and that in no other course could 
safety be found. On November 17, 1916, I outlined a com- 
prehensive plan to secure the national safety which amplified 
the prc^x>sals made earlier in the year (see page 39). It was 
as follows : 

It is necessary that tlie ftrflowing foodstuffs riioukl be taken 
under control, if ntrt already oootroUed : 

Grtan. — It is not enougli b> cootrol the home and impcxted 

supply of iwlieat. All sorts of g^ain should be controlled, ioclud- 

ing, of course, oats, barley, rioe and oiaixe. As to barley, the 

ooosuoqttioa must be reduced by further restrictkn of the liquor 

103 
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output. MaiM, a most important feeding stuff, oug^ht not to be 
left to the pla; of blind chance. Rice is a very important and 
cbeap food, and nothing' should be left undone to prevent it 
becoming a dear food. As to wheat, the supply and price should 
be under absolute contrtd from the first to the last, both in respect 
of home, ct^tMiial and foreign wheat. There should be no mere 
dabbling in the wheat market. The price of Sour should be arrived 
at by proper calculation of the respective costs of IJie different 
supi^ies of wheat, etc. Ilie price i>i bread ^ould be settled with 
the bakers' federations which exist in every district, allowing, of 
course, a fair margin of profit. 

Meat. — Control should be extended to all sorts of meat, home 
or imported, including bacon. In this direction a good deal faas 
been done already. 

Dia,r^ Produce. — Eggs, butter and cheese have alt advanced in 
price out of reason, and maximum prices are necessary. 

Milk. — ^The promised steps as to tfiis important arttde should 
be raiudly taken and apfdied to the pmot of fixing maximum 
prices. 

Sugar. — This is already under control, but it may have to be 
formally rationed. 

Potatoes. — ^We have few imports during war except from the 
Channel I^ands. The wht^ supfdy must be brought under 
control, and the greatest care taken that seed potatoes are 
preserved for the ensuing seascm. 

Tea.— The price of tea is rising on the tea market, and the 
price erf tea shares is rising on the Stock Exchange. To my mind 
it is exceedingly important to prevent a further rise occurring, 
as it is bound to occur if nothing is done, and the Food Controller 
should give immediate attention to the case. 

OUs and Fats, — We use oils and fats not only for food in 
the shape <rf mai^farine, but for manufacturing explosives. The 
trade is already partly under control through the Ministry of 
Munitions. The control needs to be com|rieted, and the margarine 
industry needs to be controlled. It is impossible to exaggerate 
the importance of an adequate sui^y of fat for a great ctMnmunity 
like ours, and we MK>uld not be content with the present position, 
in which so lai^ a part of our margarine has to be imported from 
Hdland. 

Storage. — Finally, the Food Controller must not only take a 
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census of stocks of food, but a census of storage accomtnodatioi), 
and, by the rutUess cutting down of needkss imports, every 
endeavour shoutd be made to increase stodcs of necessaries. We 
cannot, unfortunately, redeem the time wlitdi has been lost in this 
coonexioQ, but we must do all we can. . . . 

It is necessary to realize that it is piobafole that our imports 
will coatinue to diminish. The only sane pcdicy is to make every 
poestble provi»on and preparation.' 

Every one of these proposals was subsequently carried 
into effect, but not, in some cases, until after further delay. 
The policy of "let be " still lingered. The pri(» of tea, for 
example, was not controlled until it had been run up to four 
shillings a pound, accompanied by the blithe promise on the 
part of every retailer that the price would go much higher 
still. The price of fish was not controlled until the price of 
herrings had been run up to sixpence each. It was long 
before fat was comprehensively dealt with. Item by item, 
however, the prt^ramme of safety was accomplished. The 
queues outside the butchers' and grocers' shops, which, down 
to the third week of February, 1918, were estimated to number 
nearly 1,500,000 persons in London, disappeared upon the 
introduction of the London rationing scheme for meat and fat 
on February 25, 1918. 

While the total supply of food available was reduced by 
the enemy attack, it was evenly distributed. The success of 
rationing was at once a tribute to the organizing powers of 
our Civil Servants and to the sense of order of our people. It 
was a triumph of common sense. 

The artides rationed were meat, fat (butter, margarine and 
lard) and sugar. Bread, happily, never had to be rationed, 
but that was not because wheat supplies were in no serious 
danger; it was because bread had chief place in the It^ of im- 
ports considered by the Tonnage Priority Committee of the 
Ministry of Shipping. 

At the end of the war nearly every foodstuff was under 
contrc4 in respect either of supply, distribution or price, 
and in most cases in respect of each of these things. The list 
of principal articles controlled includes the following : 



' PablkhMl ia the DmOf Exfrtti. November i 
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Ccr«aU and farinaceous foodstuffs : Wfaest, flour, oatmeal, 
rice, barley, oats, rye, maize, sago, t^HOca, cassava and millers' 
oSals. 

Cattle feedinff-stuSs. 

Beans, peas and leatils. 

Meat : borne and imported (iaeludiogf canoed meat), baooa, 
bam, poultry, game and rabbits. 

Otb and fats : including Britisb and imported butter, edible 
oils, British and hnported lard, margarine and dripfung. 

Tea, coffee, cocoa and chocolate. 

Eggs, milk and cbeese. 

Apf^es and dried fruits. 

Potatoes and onions. 

Sugar. 

Beer and siuHtB. 

Fish, including canned salmon. 

The more important artides were bought in bulk <» behalf 
of the Allies in ccMnnuMi, through special Executives created 
for the purpose. These finally developed into the inter-alKed 
organization described elsewhere in these pages (Chapter 
XIII). The Wheat and Sugar Commissions were not dis- 
established, but after the formation of the Ministry of Food 
worked in close co-(^ration with that body, and the Food 
Controller took Parliamentary responsibility for their action. 

The complete oxitrol of cereals, flour and meals of all 
sorts made the Ministry of Food responsible for the use of 
foodstuffs as materials of industry, e.g. laundry starch, calico 
fillings, etc. Maize alone is manufaaured for various pur- 
poses in some three hundred different forms.' Industrial 
chemists of eminence were employed to aid the Ministry in 
preserving alimentary substances for food while maintaining 
essential industries. A large amount of food was saved 
by scientific study and careful organizaticm. 

Starches and farinaceous substances at one period of the 
war were made gambling counters; the Wheat Commission 



it 3d, per packet, the OMt bein| 8}(iL par doMn t Th« report of 
the cue ended, " Ttw irtick was a pn^iietary utide, uid the chairman, 
and the credulity of the British public being QOtorioui, it vaa largely taken 
advantage of by mmtert of inch artidea," 
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stepped io, coofioed the trade to Intimate transactions and 
saved the public millions of pounds. 

The magnitude of the operations of the Wheat Commis- 
sion may be gathered from the following statement of the 
quantities and values of wheat, wheaten flour and other food- 
stuffs purchased by the Wheat Commission on account erf the 
British and Allied Governments : 





T«M. 


I 


1916 ... 


... 2,042,000 


37,065,000 


1917 ... 


... 14,979,000 


211,081,000 


1918 ... 


... .6,531,000 


271,656,000 


1919 ... 


... 8,865,000 


i55.0"7.o«> 



The above figures do not include cost of freight and in- 
surance, as the Wheat Commissi<Hi was not responsible for 
such items of cost on shipments to destinations other than the 
United Kingdom. 

In addition to the foregoing transactions, the following 
purchases on a ci.f. (cost, freight and insurance) basis were 
made i<x British account only : 

1916 264,000 . . . 4,298,000 

1917 S7O1OOO ... 19,216,000 

igi8 147,000 ... 3,027,000 

1919 nit ... nil 

The cost of this gigantic wotIi was trifiing, not only rela- 
tively but actually. The total expenditure for salaries and 
establishment expenses erf the Wheat Commission for 1916- 
1919 was as follows : 

1916 460 

1917 18,000 

1918 120,000 

1919 160,000 



The four years ;^298,46o 

Value of food handled, neariy 

aU at f.o.b. prices ;^69i,36o,ooo 

Thus the cost of administration amounted to £\ for every 
j£'2,330 of bu»ness transacted. For practical purposes it was 
107 
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costless.* Nationalization reduces the middleman (the private 
facial) to a negligible factor. 

We have seen how the wise and economic policy of buying 
imported meat supplies in bulk was begun by the Board of 
Trade under Mr. Runciman. The policy was continued and 
extended. Control came to cover both home and imported 
supplies, and the general policy adopted by the Ministry was 
to pool the whole and to distribute to consumers by averaging 
costs and chaiging a flat rate. Some persons in the trade 
never understood, w tried to understand, what was being 
done. I was regularly bombarded by one critic who informed 
me that meat was being bought by the Ministry in New 
Zealand at a small price and resold to the British consumer 
at an extravagant profit. Unfortunately, the Ministry could 
not scdely draw its supplies from Australasia, and the plan 
it actually adopted was a common-sense one. The Ministry 
could not command supplies in North America at its own 
price ; it had to pay the American price, and the policy of the 
Atlantic concentration, necessary to obtain the largest amount 
of supplies in the ^ortest ^Mce of time, also made it neces- 
sary to buy a considerable proportion of me&t from North 
America. 

In meat as in other matters the Ministry had to accommo- 
date itself to the clumsy machinery of petty trading. There 
were no fewer than 53,000 retail butchers' shops and 14,000 
slaughter-Jiouses. These had to be fed with their due 
proportions of supplies. The wasteful shop in Holloway, 
London, or Ancoats, Manchester, had to receive its ration 
of imported or home-killed meats according to its rationed 
customers. It was a wonderful organization which, in the 
difficult circumstances, placed the meat rations at the disposal 
of 40,000,000 of people just when and where wanted. But 
if the food supplies of the pec^le had been reasonably organ- 
ized in peace there would have been much less difficulty in 

* But obaerve how Ihia Depaitnuot farei at Um hands of ths critic : In 
the Loodon Bveni*t Newt of Juljr aS, 1910, under Uie taeadiog " ^150,000 
a Ve«r Limpets," the Wheu dnmniiaion is described as ku " omtBHted 
depuimeot lAidi still hu a staff at 538." It does not occur to the Evtnint 
Ntmt that th« staff (rf 53S handles some ^£900,000,000 wiuth at food a year, 
and that hat tor the department's work 47,000,000 people wontd have been 
mulcted io tens ol millions of pounds' worth of additi«aal cost. 
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war. Retail trading as we know it is not the organization of 
supply but the organization of waste. 

The subject of oleaginous produce had a double interest 
for the nation in the war. Vegetable oils expressed frwn 
various seeds and nuts were at once a source of glycerine 
(and therefore a material needed by the Ministry of Munitions 
fOT the making of explosives) and a valuable foodstuff when 
converted into margarine. 

Our neglect of scientific industry found us short of plant 
for making deodorized refined oil and margarine. And little 
was done at the beginning to repair these deficiencies. We 
got the soap-makers to give us glycerine, but that did not 
yield us food, because oil minus glycerine is reduced to in- 
edible fatty acids. Our margarine we got from Holland by 
allowing her to import fats on condition that they were re- 
turned to us as margarine. In 19)4 we imported for home 
consumption 1,495,000 cwts. of margarine and produced 
1,736,000 cwts. at home; in 1916 our imports had grown to 
2,729,000 cwts. and were not secure because <^ the- 
submarines. 

I had been making special representations on this vital 
subject of fats since early in the war,* and repeated them, as 
will have been seen, in April, 1916, and in November, 1916. 
It was not until July, 1917, however, that the Ministry of 
Food took over the control of fats from the Munitions De- 
partment, whose special interest has been explained. The 
Munitions control was by licence, assisted by export regula- 
tions in our colonies. The Food Ministry took complete 
charge of stocks, and by pn^r costings regulated the prices 
at each stage of manufacture. Early in 1918 the output of 
margarine was standardized and controlled, and great im- 
provement effected. A special laboratory tested the product 
of all factories with excellent results upon quality. The 
makers were compelled to incorporate 30 per cent, of animal 
fat in the product to give the necessary vitamines. The 
maximum price was put at one shilling a pound. 

' Both to Wkr Committees and to the public. la the Daily Newt of 
December 31, 1914, I pointed out how unfoitunate It ms thjU our Cftpitalisti 
h«d so tnnch neglected the trades ctncarned, and pleaded for immediate 
Governiueitt acticD j lOch action Aun would have lared mWiona. 
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Priority was given for the making of machinery, and the 
British oil and margarine industries grew as they never had 
done in peace. Whereas in 1914 we imported abcMJt i,5oo,oc» 
cwts. of margarine, in 1919 we had phint capable of exporting 
1,500,000 cwts. after satisfying all home requirements. And 
that is nM all. A chain of industries depends upon olea- 
ginous produce, thus : 

Oleaginous Produce 

Crushios Plant 



Oil Refining Glycerine, Soap. Oil-seed Cake 

Margarine. Meat, Milk, 

Butter, Cheese. 

So that from seeds and nuts we get not only imitation 
butter via machinery, but real butter via the cow. The whole 
story well illustrates the penalties paid for neglecting science 
in industry. 

In distributing margarine, also, the Ministry had to adopt 
the existing wasteful machinery <A the wholesale and retail 
trade. It was able, however, to check some of the normal 
waste ai peace, as, for example, in preventing one lot of mar- 
garine travelling from north to south while another ioi was 
crossing it in a train travelling from south to north. Economic 
areas of distribution were arranged, just as the Coal Controller 
did for coal (page 133). 

A point (rf great ecoQ(Hnic importance arose in this con- 
nexion which illustrates the usual wastefulness of industry 
as comm<Hily conducted. The Ministry, in determining a 
maximum price for matgarine, had to consider the most 
wasteful shopkeepers — the little ones. It had to choose 
between ruining small traders and giving too much pr<^t to 
big traders. In the circumstances, which the t^dats did 
not make, it was decided to allow such a retail margin as 
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would keep the sniall agents going. But the price was « 
maximum, and the multiple shops coald have sfAA at less i< 
they had cared to do so. The extra profit taken by the more 
eomomic distributors in such a case is a Rent. As between 
(i)a5hopwell organized as part of a great distributive scheme, 
which buys well and is situated in a good thoroughfare, and 
(3) a small shop buying in little and situated in a poor 
thoroughfare, there is a considerable saving of cost by the 
former. This advantage is drained off and shared between 
the capitalist and the capitalist's landlord. If distributive trade 
were publicly owned, all uneconomic factors would, after an 
interval of compensation for dispossessed agents, disappear, 
and the full advantage of economy and of economic rent 
would accrue to the public; so vast is existing waste that even 
during the interim stage of transition there would be great 
saving. 

As we have noted in our study of shipping in the war, 
Uie entry of the United States into the war on April 4, 1917, 
made it possible to oiganize the Atlantic concentration which 
played so great a part from June, 1917, to November, 1918. 
North America became at once a near market and an allied 
market, and with the co-(^ration of the American Govern- 
ment consolidated buying agencies were established across 
the Atlantic. 

The outstanding feature of the Food Ministry's work, as 
of that of the merchant side of the Ministry (rf Munitions 
and of the War Office, was the bulk purchase of supplies. 
This was a feature new in the economic history <A the 
world." The purchase of entire crops, or entire export sur- 
pluses, of corn, sugar, meat, tea, oleaginous produce, etc., 
made for both economy and security. Such large-scale deal- 
ing disposes of a thousand complexities. The redundancy 
of middlemen in such transactions came to be painfully ap- 
parent. We may well ask ourselves whether it is really 
necessary for the export surplus of wheat of a country like 
New Zealand to be made the subject of traffic, first by a set 

' It ahonld ba mantiooed, howoTer, that J«pu hu for aame time h»d ft 
State Tobacco Uonopoly, which buys op the whole produce of the JapaiiMe 
tobacco pfauHen, KuraatMing them a reaMutable price, with tsnha which 
•!« cUuned to be good both for the piantera and foe ths JapantM pobUc 
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of middlemen in New Zealand, and then by another set of 
middlemen in this couotry. Why in peace, as welt as in 
war, should not a responsible department in New Zealand 
pay out the wheat producers, deal in bulk with the wheat 
surplus, and sell it in one transaction to a department here, 
charged with the maintenance of the British food supplies ? 

As to prices, there is no doubt whatever that the policy 
of the Ministry was exceedingly successful. The rise in 
prices between the worst days of the submarine campaign in 
the first half of 1917, and the Armistice, was anall; if there 
had been no cootFol prices would have risen enormoudy. 
This is sufRcientty ^own by the fact that the principal un- 
controlled foods actually doubled in price between July, 1917, 
and the Armistice. It is also demonstrated by the great 
further rise in uncontrolled commodities, whether foods or 
materials, which occurred as soon as control was relaxed after 
the Armistice. It ia unfortunately the case that, owing 
largely to the removal of Government supply and ccmtrol, 
we are paying, eighteen months after the close cA. the war, 
much more for many articles than we had to pay when the 
submarine campaign was at its very height in 1917. The 
profiteers have easily beaten the submarines. 

Scientific costing, which, as we have seen, played so great 
a part in Munitions economy, was also introduced into the 
<^>erations of the Ministry of Food. When Lord Rhondda * 
became Food Controller, he fortunately chose as his Chief 
Permanent Secretary Mr, U. F. Wintour, a Civil Servant, 
who at the War Office Contracts Department had, with the 
aid of Mr. E. F. Wise and other puUic oEEcials, revolution- 
ized the Army Supply system and saved the nation many 
millions of pounds. Mr. Wintour's method was to investi- 
gate costs and to determine reasonable maigins of profits for 
supplies instead of relying upon the acceptance of "the lowest 
tender." 

The cost of the Food Ministry's administration was very 
small. At the close of the war it employed only 9,181 persons 
and cost lod. per head of the population, including the supply 
of the ration-books. 
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§ 4 : MORB Food with Less Labour 

We entered on the world war with a home production o( 
food sufficient to supply about 42 per cent, of the needs 
of our population. Requiring about 51 billion calories of 
energy — a calory being the quantity of heat needed to raise 
the temperature of a kilogramme of water one degree centi- 
grade — rather more than 21 billion calories were from home- 
produced food and nearly 30 billion calories obuined from 
imports. The needs of the war, and the indiscriminate re- 
cruiting in the early stages of the war, robbed us of many 
farm workers, including some of essential importance, and 
in 1916 our wheat production was 7,473,000 quarters, while 
our production of potatoes fell to 5,469,000 tons. 

Thus a poor cultivation was added to our perils in a year 
at the end of which we were losing eighty good ships a 
month. 

In these circumstances the English Board of Agriculture, 
early in 1917, established a Department of Food Production 
to carry out what its director, Sir Thomas Middleton, calls a 
"plough policy." 

It is to be feared that our individual farmers in many 
tasts had no more respect for this departure than the factory 
owners who, in another department of the national affairs, 
thought that costings were an amiable expression of official 
lunacy. "The average agriculturist," says Sir Thomas 
Middleton, "could not understand the actions of those whom 
he termed the ' plough maniacs.* Are not beef and mutton, 
he asked, as necessary food for men and women as wheat and 
oats ? " " 

What the Food Production Department gave its mind to 
was to get the greatest food value out of British soil in the 
difficult circumstances. The land had been denuded of 
labour, and w<Hnen had to be recruited and trained to take the 
place of the departed men. To produce much more food in 
these conditions was a triumph. Here are the official statis- 
tics of the United Kingdom crops for the period 1914-1919 : 

' " Jmuiial of the Mlnitbj of Agricnhnie," Mkidi, igao. 
1 113 
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UfUttd Kingdom Food Production 
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In wheat and oats the "plough policy " gave us 50 per 
cent, more produce in 1918 than in 1916, while the potato 
crop nearly doubled. Barley and roots held their own. In- 
deed, we Iwve to go back to the eighteen-seventies for a wheat 
yield as good as that of 1918. This result was attained by 
organizing not oa\y labour, but machinery and materials and 
land. The Food Production Department and the Board of 
Agriculture for Scotland were empowered to enforce cultiva- 
tion, and these powers were delegated to the executive com- 
mittees of the War Agricultural Committees which had been 
formed in each county. These Ccunmittees determined what 
grass lands should be broken up, and they had power to enter 
into and work badly farmed land, which they <Ud in about a 
thousand cases; in many instances admirable results were 
secured, at small expense, from neglected farms. 

The scale of operations of the Food Production Depart- 
ment may be judged from the fact that by the end of 1918 it 
had organized the supply of 118,000 agricultural workers to 
the Agricultural Executive Ccanmittees, including 11,500 
Land Army women, 4,000 war volunteers, 30,000 priscmers of 
war, and 73,000 soldiers. Sir Thomas Middleton also states 
that the Department owned 4,200 tractors, 10,000 horses, and 
many thousands of agricultural implements. Much was done 
also in supplying fertilizers. The British farmer learned not 
to despise sulphate of ammonia, while his conce|Mions of the 
use of tractors and other machinery greatly widened. There 
is good reason to believe that the new arable land, in spite of 
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the poor yields of 1919, which were common to both the old 
arable and the new, will prove of permanent value. 

A matter of no little interest and importance in which the 
Ministry of Food and the Food Production Department joined 
hands was in est^lishing in war time a fruit-pulp in- 
dustry. Private enterprise in peace, ccmfronted with an 
abundance of plums or apples served the problem in the 
smj^est way ; the superfluous fruit rotted. In this, as in so 
many otlier matters, we wasted good material for lack of 
industrial science. It seemed to the enterprising officials a 
pity that the plentiful fruit crops of 1917 should be left to the 
usual fate, and plants were erected which happily remain with 
us for use in peace, to manufacture sterilized fruit-pulp for 
subsequent conversion into jams and jellies. The new in- 
dustry was so successful under public management that, 
de^ite war conditions, profit was made and a new British 
industry established without a penny of cost to the nation. 
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CHAPTER VII 

THE NATIONAL SYNTHESIS OF 19 14-1 9 18 

§ I : An Organized Nation 

THE three Ministries which controlled Munitions, Ships 
and Food had, in effect, charge of the greater part of 
the national supplies apart from coal. To realize this, 
let the imports of war-time be considered. Adding, for the 
purpose of comparison, the figures of 1913, of 1919, and of 
the first six months of 1920, we get : 



Ver m 


WeisU ef Imforlt' _ 


V»tiu. 


year 




T»tu. 


£. 


19"3 




54,500,000 


768,700,000 


1914 




46,400 


000 


090)000,000 


1915 • 




45.500 


000 


851,900,000 


19 16 




41.400 


000 


948,500,000 


1917 




34.000 


000 


1,064,200,000 


1918 




35.300 


000 


1,316,100,000 


1919 




39.000 


000 


•i63't900,ooo 


19TO (Jan 


to June 


) 20,635 


000 


1,033,300,000 



So complete became the State organization of the supplies 
of our fighting forces and civilian population that in 1918 
almost the whole of the imports were selected, directed and 
controlled in the nati<Hial interest. At the time of the 
Armistice the control extended to fully 95 per cent, of the 
whole. But for this selection and control soldiers and civi- 
lians alike would have starved, and the questi<Mi at this 
moment would have been : " Wfcat can Biiiain. Pay ? " 

If we take the 35,000,000 tons of imports of 1918 we may 
put it roundly that of every loo tons the Ministry of Food 
and Ministry of Munitions tt^ther imported 70 tons, leaving 
30 tons to account for. 

* From Angtut, 1914, nnUl Jnl;, 1917, cartain mnnltiaBa ware anfattnn- 
tttcfy not iaduded in the import retami, but the fignrea cotdt tlie graitei 
put of the imptaU tad tufficieDtlr wrTe out purpoie. 
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The remaining 30 tons in each 100 tons of imports were 
as to nearly one-half controlled by the War Office and 
Admiralty, who between them dealt with about 14 tons 
per 100. 

The War Office controlled wool, flax, jute, hemp, hides, 
leather, tanning materials and their products. 

The Admiralty imported some steel, asbestos, guns, etc., 
but its chief import in pdnt of bulk was that very important 
item, oil for the Navy. 

This leaves 16 tons per 100 unaccounted for; these were 
taken by the Board of Trade and the Timber Controller, the 
former being responsible for tobacco, mineral oil for civilian 
use, cotton, paper and pulp, and miscellaneous materials. 

A conspectus of the national import organization in the 
last year of the war is roundly as follows : 



Ministiy of Food 

Ministry dl Munitions : Ores, metals, 
manufactured munittoos, sitrate, lubri- 
cating oils, transport materials, 
madiinery of all suts ... 

War OfiBce : Wool, flax, jute, hemp, hides, 
leather, etc 

Admiralty : Oil, steel plates, guns, etc. 

Timber Controller 

Board of Trade : Tobacco, <m1, cotton, 
paper, pulp, etc 



Tom 
«,700, 



Ptr ttmt. 
,000 35.7 



'( 



13,000, 
S.00O1 

3,000, 



35,200,000 



34-3 
i4.a 



8.7 



Further, the Board of Trade, through the Railway Exe- 
cutive Committee and the Coal Ctrntroller, took chaige of the 
railways and mines, while the Board of Agriculture and the 
Food Production Department took practical control of agri- 
culture. The War Trade Department conducted import and 
export licensing. The Liquor Control Board ruled the 
alcohol traffic, which was further controlled by strict limita- 
tions as to the consumption of food for drink-making. 

Last, but not least, the national economy came to be 
linked up with that of America and our European Allies by 
an Inter-AIIied organization described elsewhere in these 
pages. 

iijf 
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We may at once note a fact which will not surprise those 
who are practically acquainted with large-scale work. This 
rapidly contrived and necessarily imperfect scheme of 
national OTganization, which worked, on the whole, with 
astonishing smoothness, was conducted by a body of per- 
manent and temporary Civil Servants who at the highest point 
(November ii, igiS) numbered, inclusive of messengers and 
charwomen, 223,195. It is an extraordinary tribute to the 
economy of national work. This will be better appreciated 
when it is pointed out that the single business oi civil law 
in the United Kingdom in peace (Census of 191 1) employed 
27,845 barristers and solicitors and 44,191 law clerks. If, 
as is always done with Government officials, we add the 
messengers, typists, office boys, charwomen, etc., and 
allow for the growth since 191 1, the number of perstHis in 
the legal profession (without judges and court officials) must 
be fully 100,000. But I will return to this important matter 
of economy hereafter. 

It is sometimes said that our success in war production 
was due to "borrowing American supplies." As a matter 
of fact, while it is true that we borrowed from America, we 
incurred the debt not for ourselves, but to aid our Allies.' 
We gave our credit to furnish France and Italy with food 
and munitions. American funds gave no aid whatever to 
our own war economy. 

Another illusion is that the war production was really 
furnished in laige part by "posterity." This should need 

' It ia ««U to set out the facta of the cue, u kindly fiunished to the 
autbot b; the Chancellor of the Excbeqtm : 

Tkt IntertiMtoHal War L«aiit 

AmtrUa hat Ltnt BritaiM iai UtU 



France 

Italy 

RomU 



•.q84 1,850 

D that we kat to oar AUiee fat more than we bortowed frtm 
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no refutation, fw a war cannot be fought with material to 
be manufactured or delivered at a future date; it demands 
present supplies.' It was the existing productive powers *A 
the nation in 1914-18 which furnished the mighty supplies 
consumed in the conflict. The war demonstrated the Mtist- 
ence of those productive powers. 

To describe at any length the work of the Departments 
which completed the natimal organization would occupy 
many teeming volumes and take us outside the scope of this 
work, which is designed to give a broad view of the nature 
of the national organizati<m which was accomplished. I 
give, however, an account of some other main branches of 
the war economy. 



5 2 : Control op the Railways 

Fortunately for the nation, it had been foreseen in drafting 
the Regulation of the Fcwces Act of 1871, that occasion might 
arise in war for the Government to take over the railway 
services. By Section 16 of that Act, when the Crown, by 
Order in Council, declares that an emergency has arisen 
which makes it expedient that the Government ^ould control 
railways, the Secretary of State may empower any perscm or 
persons to take possession of any railway and to use it in 
such fashion as the Government may direct. Further, the 
company owning the railway and its servants have to obey 
the directions of the Government. 

Accordingly, on the day we declared war against Ger- 
many, an Orc^ in Council was issued taking control of the 
railways and vesting that control in an Executive Committee 
composed of railway managers. Foresight had gone further; 



fooght." 
CAabo 



ProlBWOt A. C. Pifon In Tk* Economic fomrmi tot Jnne, 1918 ; 
Vlutevet intemAl Mat (whether piinctp*! or interett) porterity wiQ 
have to ptty, (MNtaritj will also rcoaiTe; for the pajrmBiit made wiQ be made, 
not (lom Engliahmen to ottiafderi, but from oua set of Englishmen to anothei. 
It win be, not a cost to the conntijr, but a lianslenace within it. To tlw 
oUigation upon taipateis which the debt involvea there co rr w pondi an 
exa^lj equivalent tight in the gronp <£ citiuna who hold War Lms 
Mcnritie*.'' 
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the Committee of Imperial Defence planned in advance both 
the formation of the Committee and the nature of its work. 
TTius, at a strolce, under an Act of Parliament forty-three 
years old, we took command of the railways io the war. 

It should not be imagined that the Railway Executive 
Committee ran the railways, or that "Nationalization " took 
place, as is sometimes loosely said. The real physical owner- 
ship, control, and management remained with the railway 
companies, as in peace. Nevertheless, the normal waste of 
individual railway working was so extravagant that the Rail- 
way Executive Committee was able to do a great deal by a 
few strokes fA the pen. It was its business to move soldiers 
and supplies about the country by the best routes in the 
shortest poesible time, just as it is not the business of a 
railway company in time of peace to move men or material 
by any but a route that pays it best — ^which is quite 
another matter. Many economies were made to meet the 
straits in which the nation found itself. A large number (rf 
locomotives and railway wagons had to be sent to France 
to aid transport there. Miles of track had to be torn up and 
transferred to the Western Front. Coal was very short. To 
meet these exigencies train services were curtailed, little-used 
stations were shut, and so forth. But, as it is all-important 
to remember, the Railway Executive OMnmittee could do 
nothing to remove the many forms of waste and inconveni- 
ence which arose from the individual construction of lines 
which had been made not to give the nation aid either in 
peace or in war, but to create profits for landlords, railway 
promoters, and railway shareholders. 

On the financial side, by agreement under the Regulation 
of the Forces Act, it was arranged that in the period during 
which the Government remained in possession of the rail- 
ways, it would guarantee to the railway companies the net 
profits of 1913J that year, it will be remembered, was one of 
excellent trade. The Government was thus enabled to make 
full use of British railways for naval and military purposes, 
whether for moving soldiers or supplies, without complicated 
book-keeping as to payment for these services. Each com- 
pany kept the money it received from the public during the 
war. The actual receipts as a whole were pooled, and the 
lao 
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Government periodically put into the pool the sum by which 
it was short of the earnings of 1913. Each company then 
took its share from the pool. This arrangement has now been 
extended until August, 1921. There were other agreements 
as to maintenance, etc., which need not here concern us. 

Within the limits described, the national control was re- 
markably successful. Millions of men, and tens of millions 
of tons of supplies were assembled on the south coast and 
conveyed to France with very few hitches. The railway man- 
agers who fonned the personnel of the Railway Executive 
Committee had a greater importunity than had ever been 
afforded them in time oi peace, and undoubtedly they learned 
a great deal from it. 



% 3 : Control op Coal 

Unfortunately, the Committee of Imperial Defence bad 
not prepared plans for the control of the coal mines in war. 
That is only one more illustration of the extraordinary neglect 
of the basis of British industry which has cliaracterized our 
conceptions of government. As the war situation developed, 
the necessity for control was forced upon us. It began with 
the South Wales mines, where omtrol dated from December, 
1916; in March, 1917, it was extended to the whole country. 
Agreements of remarkable complication, which it would 
be outside the scope of this book to describe in detail, were 
entered into between the first Controller of Coal Mines, the 
late Sir Guy Calthrop, and the Mining Association of Great 
Britain, and scheduled and confirmed in an Act of Parlia- 
ment entitled The Coal Mines Control Agreement (Con- 
firmation) Act, 1918. 

Generally, under this Act and various Orders, the Coal 
Controller was given power to fix prices; to limit profits; to 
contr<d exports; to ration domestic and industrial supplies, 
and for gas and electric purposes; to determine methods of 
distribution; to deal with labour questions; and to direct 
production. 

The successive Coal Controllers were entrusted with a task 
of exceeding difficulty. British coal output, which had been 
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a87 million tons in 1913, fell, through loss tA miners and of 
material, to 256 million tons in 1916. In 1917 there was a 
further drc^ to 248 millimi tons, and in 1918 to 228 milli<Hi 
tons. Hius the Coal Ccmtrollers had to administer a grow- 
ing scarcity, and appeared to many people to be the instru- 
ments of famine, when they were r«illy preserving the public 
from the oKisequences of famine. But for the work of the 
Coal Ccmtrollers many districts in the war would have been 
left without coal, while prices would have risen to a height 
which would have denied it to the poor. Early in 1920 the 
price of domestic coal in London would have been at least 
£10 per ton but for the existence of the Goal Control. Un- 
fortunately, these things were not explained to the public, 
which in many publications was urged to regard as hostile 
the very measures of control which saved it from famine and 



Not the least important or successful part of the Coal 
Controller's work was the economical distributt<»i of coal, 
which economized btHh the fuel itself and railway transport. 
It was found that coal under unccmtroUed distribution was 
travelling akisurdly long distances, while every user was free 
to order his coal from any colliery, no matter how far 
removed. Great Britain was divided into twenty areas of 
distribution, and coal was moved from producer to ctHisumer 
by the shortest possible routes. Before this was done it was 
found that areas which did not produce sufficient coal for 
their own consumption were actually sending large amounts 
of coal to other areas, which quantities had to be replaced 
by bringing in coal again from other producing areas. 

North Wales may be quoted as an exampte of this. Its 
total production of rail-borne coal for inland consumption 
was about 150,000 tons per month. Its consumption per 
month was about 220,000 tons. Although consumptitHi thus 
exceeded production by about 70,000 tons, North Wales 
was found to be sending out of its area nearly 40,000 tons 
per month, necessitating about 110,000 tons per month being 
brought into the area, whereas 70,000 tons would have 
sufficed.* 



' EndMica of Ur. E. H. DaviM, ti tlw Coal HinM DcMitmHit a 
Board ^ Trade, befoie Uu Coal Isdnitry Commiiaion, HaicL 6, igig. 
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It is estimated that the coal transport scheme saved 
7oo,ooo,ocx> coal t<»i miles per annum. Thus in war, by 
Gorerament action, we were able to cut out a form of ex- 
travagance which had been a commonplace in peace. 

It should be observed, however, that the Coal Contnrfler's 
direction of output was necessarily a thing of limited 
character. It was obviously impossible to alter suddenly 
in war-time the wasteful conditions which are described else- 
where in these pages. Nevertheless, the Coal Control, as 
far as it went, was necessary in the interests of public safety, 
and accompli^ed a great and fruitful work. Its cost was 
insignificant. The total cost of the Department from 1916 
to 1919 was only ;£ 377,000, or about one-tenth of a penny 
per ton. There were in addition the administrative costs 
of the local authorities, but these amounted to no more than 
another negligible fraction per ton. By this small expendi- 
ture the public was saved from coal exactions which would 
have added pounds per ton to price. 

The Coal Controller, like the Food Controller, had to 
work within limits imposed by the existing conditions of 
uneconomic production and distribution. He saved the coal 
consumer tens of millions of pounds. He could have saved 
more if he had been able to unify the trade. JVfutolts 
mvAandis, it was with coal as with margarine — the un- 
eccHiomic agents had to be considered, or put out of business. 
So great is the variation in the costs of production between 
the best mines and the worst, that a coal price which gives 
a good profit to the former means ruin to the latter. In 
such circumstances the price of coal tends to be that which 
will keep the poorest mines "in cultivation." As Sir Arthur 
Lowes Dickenson (financial adviser to the Coal Controller) 
told the Coal Commission on March 4, 1919 (Question 103), 
"the price of coal which is a fortune for some c<dlieries 
spells bankruptcy for a number of others." A pit-head price 
which gave 6s. profit per ton to one mine meant 6s. loss 
per ton to another. 

It was found early in 1918 that at the end of 1917 (out 

of mines producing 75 per cent, of the total tonnage) the 

mines producing 62 per cent, had made 2S. 3d. pn^t a ton, 

white the mines pn>ducing 13 per cent, ran at a loss (rf ss. 
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per ton. So 2S. 6d. a ton came to be clapped on coal to 
wipe out the loss of the poor mines and incidentally to add 
furtlKr profit to the good mines. The following is frran 
the minutes of evidence (Sir Arthur Ix>wes Dickenson under 
examinati<»i) : 

Question 153. Sir L. Chiozza Money : You had to be 
very tender to the poorer colliery owners in the country ? — 
Yes. 

Question 155. And we all had to pay for the tenderness ? 
—Yes. 

Question 156. Mr. Sidney Webb : If there had been one 
great coal trust there would not be that ? — If the profits had 
been pooled you need not have put the price up. 

Question 157. In short, if they belonged to the nation 
you would ntrt put the price up? — That is my opinion. I 
do not know that I ought to give t^inicms. 

But let it not be supposed that if there had not been 
a Coal Control the consumer would not have paid this extra 
as. 6d. On the contrary, but for the Coal Control the price 
of coal would have soared even more than the price of wool 
after the de-control of 1919. 

Above all, it should be remembered that without British 
coal our Allies could not have continued in the war, and 
that it was the general management and distributicHi of coal 
by the Coal Controller which enabled us to ratitui our Allies 
and our own people. 



§ 4 : War Office Clothes and Boots 

While smaller in bulk and value than the munititxis, the 
Army supplies of clothing, boots, etc., were of very great 
importance, and as necessary to warfare as the actual in- 
struments of war. As we have seen, the War Office came 
to control the supplies of wool, bides, leather, flax, jute, 
hemp, etc., and we owe a great deal to the ability and 
mitiative ' of the brilliant Civil Servants who organized 
the supplies and secured relative cheapness for the nation 

workine out Oie deUib, but tho 
« ftam Civit SerraDla. 
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eveD while the submarines were doing thdr worst, and while 
in foreign markets higher prices were ruling. The War 
OfiBce began with the old-fashioned methods of war-con- 
tracting, which had been in the past so fruitful a source 
of abuse and plunder. If those methods had been continued 
the War Office estimates would have been enormously bigger 
and the nation would have got poor supplies. It is the 
characteristic of war-contracting that at one and the same 
time it yields inefficient supplies and extravagant profits. 
It is with goods as we saw it to be with shipping ; high prices 
are paid to buy, not safety, but danger. 

The decision of the then Director of Army Contracts, 
Mr. U. F. Wintour, to deal with such commodities as hides, 
wool and flax on the largest possible scale was not <Hily 
fraught with tremendous gain to the nation in war; properly 
regarded, it was an experiment which shows how large-scale 
dealing may be employed for the common benefit of export- 
ing and importing nati(ms, and to eliminate petty traffic and 
the middleman. What was done was to purchase in the 
greatest possible bulk the supplies which the nation required. 
The entire wool clips of Australia and New Zealand were 
bought up at agreed prices by direct dealing between the 
respective Governments, the authorities in Australia making 
themselves responsible for the payments to their producers. 
Thus we got a model of what world trading will undoubtedly 
ccHne to be. The Government also acquired the British clip. 

The wool was bought upon favourable terms. Three suc- 
cessive entire British clips were purchased at prices ranging 
from 35 per cent, up to 60 per cent, above the 1914 prices. 
The greater part of four consecutive clips was purchased from 
Australia and New Zealand by contracts at prices ranging 
from 55 per cent, to 60 per cent, above those of 1914. 

The wool thus purchased was issued to the trade at prices 
which gave them material on more advantageous terms than 
those enjoyed by any other manufacturers in Europe or 
America. The Government took control of all other wool 
imports, and thus had entire command of the market. The 
Wool Profiteering Report of 1919 ' refers to the "artificial 
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f^me of cheap prices " which obtained. This is a curious 
use of terms, for all prices are the result <A the artifici^ 
thing we call "trade," and what the Conunittee really meant 
was that Government trading gave a lower price than private 
trading would have done. 

Having thus given us security in wool supplies, and 
cheapness in wool supplies, the War Office turned its atten- 
tion to the industry itself and oiganized it to produce cheap 
clothes for the soldier. A system of scientific costing was 
introduced into the trade, to which it was as foreign as we 
have seen it to be to most producers of munititms. (See 
page 58.) At each stage of the producing trade costs 
were determined and profits fixed. So the soldier got his 
khaki at a reasonable price where, if things had been left 
to the law of supply and demand, the nation would have 
paid fK-obably twice or thrice as much. 

Nor did the War Office content itself with attending to 
the soldiers' wants alone. It did not foiget the civilian, 
and under its auspices there was arranged the supply of 
standard suits, which was so unwisely dropped after the 
Armistice. 

As with wool so with hides, and leather, and boots, and 
Army leather goods generally. The War Office dealt with 
the materials on the largest possible scale, determined prices 
and reasonable profits, and saved the nation mcmey even 
while it maintained and secured its proper supplies.' 

When, as in such a case as hardware, oHnpetitive 
tendering had to be employed, accountants visited the con- 
tractors' works and checked all costs for materials, labour, 

' A tiibnte to thij work bj hi aninat bluiness nun do ae rTM to be 
quoted. At the antiiULl raeeting of Borril, Limited, on Febnurj 14, tpao, 
Mr. G. LftWBon Jtduuton renuirlced : " The hnnt after * profiteen ' nowMuyi 
is an interesting study. A Etatemeot wtu made laat month (Jannaij, tgjo) 
that the pioBts of the spinneis were 400 per cenL to 3,000 pet cent, greater 
than the profit allowed bv the Wai Office during contrcd. For a week or two 
we read about nothing but wool. Few people oDtaide Vorkshire weia able 
to fcdiow the somewhat technics discustion that took place as to the extolt 
of tha ^ofit-making, but I barely saw a reference to the ^ficieocj of the- 
Wai Omce D^wrtment that had held theae tendencies in check till last 
April. Up to about that time the purchase and control of necessary raw 
materiali had been organiied in the Surveyor-G<neral of Sn}^ee DqMit- 
ment of the War Office. The raw materials havine been aecnred and brought 
(roni all parts of the world, were supplied to the vaiioua trades at fixed 
prices, and the profits to be allowed to each section of the maaufac- 
(ureii were decided upon after careful costing had bMB made. The nanlt 
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and overhead charges. Thus in the twelve months to April, 
1917, contracts for hardware, horseshoes, brushes, etc., were 
overhauled to the value of ;£8,Soo,ooo and reduced by 
;^400,ooo, at a cost to the country for salaries and expenses 
of less than i per cent, of the ^£'400,000. These things are 
so contrary to the impressions of official wastefulness which 
have been so sedulously spread that it gives me pleasure to 
set them down here. 

The magnitude of the (^rations in materials carried out 
by the War OfHce may be gathered from the following 
figures, which are taken fnHn the report issued by the 
Ministry of Munittcms in 1920 (Cmd. 7^). The report was 
issued by the Ministry of Munitions because that Department 
was entrusted, after the close of the war, with the clearing up 
of all such matters. The following statement refers to the 
trading period which began, for some articles, in 1916, and 
for others in 1917, down to March 31, igig : 

Wat Office Tjonsactions in Materials 

VAt of StMki 

MarAyta. Mankya, trtUn* UtrAzul. 
1910. 1919. B t tm m . igi^ 

Home wool 33,M6,i68 6,833,107' 311,114 4<4M,i6i 

CoIoniU wool i33iS>M>3 aS<434i4Bi' aei,66a 86,844,981 

Kipt and nw hidai ... I3,9G7,977 i,Sis,688 71,658 iAa*..aAa 

Turning materUIs ... 1,976,508 34a>i38 

L««tbBr 4,409,074 tfnfi^ 

Flax and flax aecd ... i5>357>440 '>459>^ 



3,os8 
4>i<»3 



S,S>7.'8a 483.597 a.8«S '.038,439 



Hanila hemp 5>5iTi<» 483,5' 

Cotton and txMaa fabric 1,978,573 t''^L ■'•■'- -^./-■^- 

Cbemicals and drugs ... 43*ii^ si4<3» >fi°o 179>43S 

Food contaiiHra i>i56r403 70>m>4 1.367 ■33>o74 



5,500 1,631,33' 

1,000 179.J35 

'.aft? '33.°74 

'".687.JOS 38,7»o,5aS 739>'^ '".4>4.458 



was in thii paiticnlaj caw that ths spinners were apparently onlj allowed 
froci a qoailer (o one-thirtieth part ol (be profit that might have been 
taken had these matters not beai carrfully aiiaogad, and Out at a time 
when things wers even Karcer than at preMnt. No donbt some daj we shall 
bear somrtning at the enonnoiis sarings made by that D^artment, not only 



mitUon palra of low^-pticed wat-tiine boots issued during o 
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During the subsequent financial year (ended March 31, 
1920) there were further cash receipts amounting to 
;fi79>4i3|640, making total sales of over ;^40i,ooo,ooo. 

Particular attention is directed to the small cost of ad- 
ministration. The figures on this head are almost as remark- 
able as those for the Wheat CcMnmission (page 107). Again 
we have practical proof of the extraordinary economy of 
National organization. 

The profit up to March 31, 1919, of ;f 38,720,000, and the 
further big profit which has accrued since that date really 
formed the smallest part of the gain to the nation through 
these (^rations. If the bulk purchases had not been made 
and if the buying had been left to the ordinary private enter- 
prise agencies, our raw materials would have cost us several 
times as much, if we had got them at all. The aggregate 
gain to the nation through this particular work, as far as it 
can be expressed in money, is a figure in hundreds of milli<ms 
of pounds. 



I 5 : Sucx:essfxjl Nationalization of the Drink Trade 

A full account of the great and beneficent work of the 
Liquor Traffic Central Control Board cannot be given here, 
but it must be pointed out that its work was by no means 
confined to restrictive measures, important as those measures 
were in time of war. The Board worked for positive good. 
The restrictive orders were of great value in OKiserving the 
nation's supplies of food, and it is a misfortune that their 
value in turning beer into quartern loaves was not clearly 
brought home to the public mind. In the way of positive 
action the Board did much to secure food supplies for 
munition workers, thus increasing the real refreshment and 
comfort of the people while cutting down the facilities for 
alcoholic consumption. Its good work in respect of industrial 
canteens was, early in 1918, taken over and extended by the 
Ministry of Munitions. 

In certain areas the Board took direct control by buying 
out the liquor trade— bar, measure and barr^. These 
districts were Enfield Lock, from the end of 1915; Culver- 

138 



DigizedtyGOOgle 



The National Synthesis of 1914-1918 

gordon and Cromartie, from January, 1916J Gretna district, 
from January, 1916; and Carlisle and district, from July, 
1916. In all these places a general policy was pursued of 
abolishing redundant licensed premises, of changing the re- 
maining premises into reasonable and respectable places of 
refreshment and amusement, of supplying good food as wel! 
as drink, and generally of changing a policy of pr<^t-making 
at the expense of public health into one of real social value. 
The largest of these valuable experiments, that of Carlisle, 
demands special notice here. And what ft^lows is based not 
alone upon the excellent reports of Sir Edgar Saunders, the 
general manager at Carlisle, but on many other independent 
observations and reports by well qualified individuals and 
Cfunmittees of investigation. 

When the Board began work at Carlisle a problem of 
formidable dimensions had arisen. The erection of the 
Gretna works, already described in these pages, near Car- 
lisle, had flooded the district with a large number of new 
inhabitants. The public-houses did a roaring trade, and 
liquor took its usual toll of income and health. An eye- 
witness thus wrote of the disorder which assailed the social 
life of Carlisle : " . . . Some five thousand of the said navvies 
nightly remove themselves from the scene of their labour 
to Carlisle, with the result that a cmce respectable city, 
chiefly notable for its castle, its cattle market, and its hang- 
ing of rebels, has become a city of dreadful Saturday nights. 
... I have no need to penetrate the darkness to paint you 
graphic wordr-pictures of Carlisle's Saturday nights — of the 
inns where men stand in solid formation to make massed 
attacks on the alcohol, and even stand in elevated echekM 
all up the staircases because there isn't room enough on 
the floor. . . ." 

It was felt that positive action was demanded, and de- 
cision was made in June, 1916, to acquire the 119 licensed 
premises at Carlisle. Soon the whole of the licensed premises 
and the breweries and other wholesale establishments of the 
district were acquired, and drastic reform took place. In 
all live breweries and 279 licensed premises were bought, 
and the whole undertaking, which is contained in an area 
<A JOG square miles, managed with the assistance of a well- 
J «»9 
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equipped local advisoiy committee, including the Mayor of 
Carlisle. At the end of 1918 it was reported that 164 premises 
had been placed under management, as to the large majority 
placed under the Board's own managers, and as to the 
remainder left in the hands of tied tenants. Merely to look 
at the thing from a monetary point of view, the advantages 
were great. Ccmcentration and co-ordinatioo kept down 
expenses, and the elimination of competltiwi was a 6nancial 
as well as a social good. The undertalting has already (1920) 
paid off one-third of the entire capital cost, and within five 
years the halance will have been cancelled, so that the nation 
will be in possession of the Carlisle district liquor trade, 
wholesale and retail, for nothing. 

It may be well to give the f^res of this important case. 
At March 31, 1919, the capital cost in the entire area 
amounted to ;if853,55o. The profits up to that date were 
;^203,9ii. These profits sufficed : 

(i). To meet all ordinary recurrent expenditure and 
depreciation. 

(2). To defray the preliminary expenses and the cost of 
improvements ntrt estimated to add to the realizable value (rf 
the properties. 

0}). To meet interest on Exchequer issues and unpaid 
purchase moneys, and 

, (4). To repay upwards of one-third erf the average capital 
employed in the scheme. 

But great as the success is fnwn a financial point of view, 
I prefer to dwell upon the social side of the matter. The 
Carlisle State management has shown itself capable of enter- 
prise and initiative exercised for the commcm good. The 
advertising of liquor has disappeared, thus at <mce wiping 
out a considerable item of expense and discouraging the 
undue consumption of alcohol. The State public-houses have 
beoMne, in some cases, models of their kind, and in every 
case are a great improvement upon the drinking shops of 
the pre-war period. The new public-houses which have been 
constructed are bright restaurants where a man can get a 
good meal, and a glass of beer with it if he wants it. They 
have dining- and billiard-rooms, and bowling greens. They 
130 
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are, in effect, popular dubs. Gone is the glaring public- 
house beloved of the trade j the converted licensed premises 
of Carlisle are houses of refreshment as decent as those of any 
other trade, and better conducted than most. The effect upon 
the convictions for drunkenness has been remarkable; in 
1917 they were as many as 330; in 1919 they were 75. 

Sir Edgar Saunders expresses the opinion that what has 
been so well done at Carlisle can also be done for the country 
at large, and who can doubt that he is right? The nation 
could buy up the drink trade and abolish its evils; within a 
few years it could pay off the capital indebtedness out of 
profits and obtain a Imndsome revenue-producing undertaking 
which would be a source of great profit to the Treasury and 
of social service to our people. 
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CHAPTER VIII 

THE RESUMPTION OF DISORDER 

§ I : Economic Position at the CXose op the Wak 

TH'E conclusicHt of the war thus found the nati<m organ- 
ized for work as it had never been before. In some 
productive departments, it is true, there had been a 
restriction of energy, but, for the most part, this applied to. 
such of the minor trades as were not needed in war as, for 
example, the making of toys or of pianofortes. In large mea- 
sure, however, the trades of war are one with the trades of 
peace, and additional capitalization of many industries for the 
purposes of war made them so much the better fitted to serve 
the Qati<Hi in peace. The shipbuilding, engineering and 
chemical trades are notable examples of this. S<»ne of the 
minor trades, again, had been put through the State mill and 
transformed from ineflicients into valuable contributors to the 
national output. Agriculture at the end of the war was better 
furnished with madiinery and appliances than ever before. 
It had, moreover, learned new methods as, for example, to 
employ tractors, and to value certain new manures. On the 
other hand, some industries, as, for example, housing, rail- 
ways, and mines, had suffered from the subtraction of labour 
and the denial of material. Shipping, again, suffered heavy 
and precisely measurable loss, the gross registered steam 
tonnage falling from 18,892,000 tons in 1913 to 16,345,000 in 
June, 1919. 

Generally, there is no doubt that as far as the material 
capital of the country is concerned, and putting aside any 
question of mcHietary valuation, the nation was, as a whole, 
better equipped for work at the end of the war than at the 
b^inning. Let it be clearly understood that I speak here of 
the intrinsic capital of the country as distinguished from its 
monetary valuation. As to the latter the war has produced 
the strange result that : 
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The natiofMl valuation is smaller than the valuation of 
property owned by Briiish citisiens. 

This curious anomaly arises from the fact that the naticHi 
as a whole is mortgaged to those of its citizens (and, as to a 
smaller part, to the citizens of America) in respect of the 
National Debt of j^*?, 800,000,000. The National Debt securi- 
ties rank as assets in the valuation of property held by private 
individuals and as liabilities in the valuation (A the nation 
as a nation. The following figures give an a[^roximately 
true conception of the changes made by the war : 

Capital Wealth of the UniUd Kingdom. 

1914 19»> 

Public [M'oper^ (in tbe possession ol ^ ^ 

the imperial and local Governments ; 
actual property, less debts regarded 

as mortgages) 

Private property 

Total 



total, 8,370 miHiont. Asset*; Impnial nod local property, 3,500 millioni; 
DominJon ietAa to lu, iig millioiu; MM-haU of Allies' debts to ns, S83 
millions; total, 3,503 miuons. Net liabiliUea 4,868, or roundly 4,9m 
nulUms.] 

The relative (sometimes actual) gain of individuals 
through the war at the expense of the nation is very well 
demonstrated by these figures.' 

The actual quantity of material goods functioning as 
capital cannot be measured, but, having regard to all the 
factors of the case, there can be little <feubt that while the 
greater part of the war expenditure was dissipated in rapidly 
consumed commodities and services, it nevertheless made a 
substantial addition to the material goods employed as capital. 

The enlargement of the capitals of so many industries and 
the greater efficiency of their production arose, as we have 
seen, from national twganization. The 130 National Fac- 
tories were considerable contributors to the nation's output, 
and the nation possessed no other 130 factories that could be 
compared with them in point of scientific equipment and 
output. 
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The factories which were merely oontrolled and not actu- 
ally owned by the State had, at the end of 1918, gained both 
in material equipment find in method. If we take the iron 
and steel Industry as an example, it had been actually ex- 
panded in cBpaci^ by about 50 per cent, since the war began, 
after having remained in the doldrums for a great many years. 
The scientist, the physician and the expert accountant had 
entered many establishments for the first time. As for ship- 
ping, white the nation had lost 13.5 per cent, of its tonnage, 
it had gained so greatly in shipbuilding capital and equip- 
ment that, at the end of the war, it was capable of producing 
three million gross tons a year instead of the 1,900,000 tons 
which had been its previous proud record of output. 

The entry of the State into trades of supply had naturally 
caused a good deal of consternation amongst the private 
agents who had performed that duty in peace. The ridiculous 
arrangements which had normally obtained for the distribu- 
tion of vocA, etc., had been swept away as lumber for which 
the nation had no use in war. On the very eve cA the war, 
writing of the astounding economic waste which obtains in 
normal (x»nmercial distributive operations, I said : ' 

"For example, wool imported into Britain is chiefly used 
in Yoricshire, but the greater part of it is childi^ly landed 
not at Hull or Goole, but in London, where it is played 
pranks with by hosts of railway companies, carriers, ware- 
housemen, brewers, auctioneers, etc. After having been 
played with, and pro tanto raised in price, it is gravely con- 
veyed, again by competitive railway companies and carriers, 
to the worsted and woollen industries in Yorkshire. But this 
is to imagine no waste prior to the ridiculous landing at a 
port hundreds of miles from the place where the material is 
wanted. When we remember that in Australia, or Argen- 
tina, similar absurdities occur and similar unea>nomic 
"livelihoods" are made out of the product by the wasted 
work of thousands, we have a picture of waste from start to 
finish which gravely reflects upon the competence of man- 
kind. There is, of course, no need for such complications. 
The great State of Australia could transmit its wool simply 
and surely to a wool-consuming land like the United King- 
' " TIm Fvtu« of Work," publiahed in Jobs, 1914, page 79. 
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dom; here the wool department erf the British Great State 
would obviously see that the wool was landed at the nearest 
port to its place of use. Not a broker, not an agent, not an 
aucti<Hieer would be needed ; the number of necessary carriers 
and distributors would be few through the simplicity of direc- 
tion ; the w<»-5ted and woollen industries would get their raw 
material cheaply and, dt last, honestly, and thousands of men 
would be set free from work upon waste to do the economic 
work for lack of which we remain poor." 

What I wrote of as an economic possibility two months 
before the war began was carried into practice in a number of 
trades. We did, e.g. as a nation, buy the whole of the export 
wool supplies of Australia and New Zealand. We did 
abolish the auctions and the unnecessary buying and selling 
and transport. And we did, as a consequence, effect great 
savings. 

Even more remarkable was the fact that we found it 
possible to produce so much and to distribute so much 
while our labour power had been drained of its finest ele- 
ments. We passed as many as 5,700,000 men * through the 
Army between 1914 and 1918, and between December, 1917, 
and the Armistice there were nearly 4,000,000 men on the 
strength. If we remind ourselves again of the facts about 
our fit manhood (page 31)) we understand that these men 
represented much more to the nation than a loss of as many 
average men. It was the flower of our young men which was 
taken by the war. Nevertheless, the national organization 
gave us the wonderful results which have been broadly re- 
viewed. In trade after trade, despite the loss of labour, we 
contrived to do, not worse, but better, than before. With the 
national working power at its lowest ebh, national production 
was at its best. 

How was it that we surmounted the difficulties of defici- 
ency of labour power ? The answer is partly to be found in 
the addition to our productive powers of a considerable 
number of women and girls who vt^unteered for all sorts of 
productive occupations, from the healthy trade of agriculture 
to the deadly handling of "T.N.T." But, invaluable as this 
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WAR AND WORK: 

STATEMENT SHOWING HOW THE ARMY 
WITHDREW MEN FROM INDUSTRY 



STRINQTHS OP THE RKQULAR ARMY AND 
TRRRircmiAL FORCI, ■XCLUDINO OVKRSBA* 



DATE 




STftBNOTH 




AnlMt 4th, 1914 




733.SM 




DMMtbw, 191S 




2;655,8M 








3,451,861 




OMwmW, 1917 




3.885.09* 




Normtbar. 1918 




3.759,471 




DMMbw. 1919 




«9,446 




Jm, 1910 ... 




3SI.00O 






AMD OIBD PROM 


OTHER 


CAURBS. 




(MtM Anv Mtr. Mwni 








OTHBR 






OFFIC8MB 


RANKS 


TOTALS 


4th Aa«mt-30th 9«|rtMib«r, 1914 .. 


498 . 


5,tf63 . 


6.161 


YMTMlduil „ „ 191S .. 


5.070 . 


74,948 .. 


80.018 


191« .. 


7,609 . 


. 117,63r .. 


125.246 


1917 .. 


9,529 . 


. 153,128 .. 


162.657 


1918 . 


9,948 . 


. 149,233 .. 


159. in 


1919 .. 


1,530 . 


- 39.561 .. 


41.091 


Tm-Aiji. *^*' AnlDU, 1914, to) 
TOTALS. 30th SeSt^ber. i919 1 


34.184 


5401170 


5744S4 


NUMBU8 IMVALIDKO 


UTOP 


rHR 8HRVI 


U. 


(MtMi Htm ««. hNlHAl 




) 


PBKIOD 




NUMBBB8 IN 


VAUDBD 


AnlaM 4th, 1914, to S«pCUib« 30| 


th. 19IS 




39,412 


OelobOf Ut, 191S, to S«ptMib.r 3< 


(Ui. 1916 




78,953 


OMobM IM, 191A. to S^rteabw X 


Ith. 1917 




93,692 


Ootobw In. 1917, to Scpimbw M 


Ith. 1918 




224.940 


Oetobw IM, 1918, to DMMbor U 


1, 1919 




241.899 


Total -. An«m 4th, 1914, to DiiimIiii 1m 


1919 ... 


678,896 




tkl Stfrttary of Slatt fir 


W^.\ 
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work was, it most obviously does not account for the in- 
dustrial miracle that was accompli^ed, for while the men 
who passed through the Army numbered 5,700,000, the 
addition <A female labour in all amounted to 1,600,000,' and, 
good as the women and girl workers were, it cannot be said 
that the substitutitm could be valued at unit for unit. We 
have to go further, therefore, for the greater part of the 
explanation, and it is as fellows : 

(i). So many of our young men were employed before 
the war, through no fault of their own, in useless occupations 
which added nothing to the wealth of the country, that when 
they passed into the Army it made no difference whatever 
to the natitmal productive power. The extent of this factor 
will be better realized by reference to the statistics given on 
page 31. 

(2). The remaining male producers, and the existing and 
new female producers, were so well equipped by the naticmel 
organization that their productive powers were increased. 

(3). As with men, so with women, there was a transfer 
during the war of units from non-productive trades to pro- 
ductive occupations (e.^ ., a domestic servant became a 
turner). 

Thus it was shown, in circumstances which made it 
peculiarly difficult to organize industry, that organization 
could atCMM for the loss to production of many millions of 
young men. As will be seen by comparing the figures 
opposite mth those on page 21, there were more men in the 
army in 1917 and 1918 than we devoted to all our manufac- 
turing industries when the war broke out. 



§ 2 ! Destruction in thb Name op Reconstruction 

What had been so faithfully accomplished in war could 
have been developed and expanded in peace. In war the 
nation had been reconstructed, to employ a term which has 
been much abused. What might have become the foundation 

' Eitiiii«te of the If inistij erf Labour. It eiclndes domestic Mtvice, which 
nmlAnbtecUy dectesMd, and boipitals, in uliich the Dimbei of fmale workeri 
toM from 33,000 to 80,000. 
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of a new and better order had been well and truly laid. The 
nation had been wisely directed to do the things which were 
needed for its salvation in war, and in the process it had 
renewed and extended its industrial plant, which stood ready 
for application to the needs of society. The coming <^ peace 
found it in need of a better output for the purposes of civiliza^ 
ti(Hi. The majority of its houses were a little worse than 
when the war began, and when the war began most of 
them were ripe for demolition. The provision of such useful 
goods and services as could contribute to a reasonable 
standard of comfort and material happiness were lamentably 
lacking at the end of the war, but not more so than at the 
beginning. For the great bulk of our pet^le the Armis- 
tice brought the continuance, or resumption, of a hard 
struggle for existence, in which the majority of women grew 
old before their time through exhausting and unnecessary 
work forced upwi them by the deplorable condition kA 
housing, the lack of domestic equipment, and the deliberate 
and costly manufacture of smoke in our towns. The nation 
lacked any national or municipal organization of recreation 
or amusement, whether of playgrounds, or music, or the 
drama.* The great scientific instrument of amusement and 
instruction, the cinematc^raph, had been resigned to the 
exploitation of vulgar and often stupid entrepreneurs. The 
infrequent holidays of the workers, paid for in the forfeiture 
of income, were largely wasted, for no organization existed 
to make either the countryside or the sea available to the 
multitude. And always there lurked in the background of 
toil the dark shadow of unemployment, and the fear of ex- 
treme poverty and dependence in premature old age. 

The goods and services required to furnish material 
comfort to our population are neither in point of quantity 
nor quality as hard to come by as the goods and services 

' It i* not commonly luIiEed how nnall a proportion of the UetropoUtan 
pwnlstion is able to take leaaonable adTuilage of a fine Bank Holiday. 
When " crowded trains " are read of, it ii overlooked how Tdativdr 
■mall a niunbei of people is needed to fin holiday trains. The provision of 
well-orKaniied public amuiementi ii one of the crying needs of our time. 
After the fine Bank Holiday of Whitsun, 1910, London paper* recorded bow 
many of the relatively few who made the great ulventore of laekinK the 
covintiyside were «tranded for the night in Surrey and elaewhere and had 
lo be lodged in police ttatlotu and cinesna balla. 
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required to win a war. The material framework of comfort 
and of beauty needed in our towns and villages, considered 
as a problem of industry, is child's play compared with the 
construction of munitions of war. To compare a small, well- 
equipped house with a tank; a playground with an aero- 
drome ; a cricket bat with a rifle ; a cooking appliance with a 
field gun ; a chair with an aeroplane propeller ; is to contrast 
the simple with the complex. Yet up to Armistice Day, 
November ii, 1918, we had found it possible, with our 
greatly reduced labour power, to turn out such vast quantities 
cA complicated, expensive and ingenious munitions that there 
was an enormous surplus in hand; and after November ii, 
1918, we imagined it difficult to construct houses and decent 
equipment for the comfort of our people, although we had 
gained the power to call upon a very greatly increased 
amount of labour. The Government lx»sted of the success 
with which it suddenly stopped manufacturing munitions; 
it forgot to add that, as a matter of deliberate national policy, 
it refused to apply to the simpler problems of peace the 
methods which had been so extraordinarily successful in 
solving the difficult problems of war. 

Every vestige of organization for national production was 
destroyed at the earliest possible moment. If in any piir- 
ticular case the Government held its hand, it was only 
through sheer fear of immediately terrible consequences. 
Whe^er in relation to food, or materials, or transport, or 
manufacturing, the private controllers of the nation's supplies 
and industry, who failed the nation so bitterly in the early 
days of the war, demanded the restoration of their ancient 
privileges, and the Government hastened to obey. 

It has even to be recorded that, long before the Armis- 
tice, on July 31, 1918, only a few months after the terrible 
disaster of March 21, 1918, when still the issue of the war 
was in doubt, and even while the men who were charged with 
the responsibility of governing the country were making 
anxious preparations to bring the nation, if they could, 
trough another year of warfare, under conditions which 
threatened to be far more distressing than any yet known, a 
deputation of the National Union of Manufacturers waited 
upon the Prime Minister and the Chancellor of the Exchequer 
139 
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to demand, not National Reconstruction, but the restoration 
of commercialism.' In reply they were assured by the Chan- 
cellor of the Exchequer (Mr. Bonar Law) that the Govern- 
ment wished to get rid of Government control as quickly as 
possible, although the Prime Minister (Mr. Lloyd George) 
added some words of warning which may well be put <mi 
record here: "Do not let us," he said, "despise what the 
German has won from combination. There is a lesson of 
the war which even the Germans have taught us, in the fact 
of the assistance of State action, of State help, of State en- 
couragement, of State promotion and the combined effort 
among those who are engaged in all the industries of the 
country." But he also said : "When the war is over all the 
constant interference which may be absolutely essential now 
in order to direct and to concentrate the whole strength <rf 
the nation upon the war must disappear." 

The deputation was good enough to express a mitigated 
satisfaction with these declarations. One of its leaders 
is reported to have said that the Prime Minister's statement 
"goes to a certain extent, though perhaps not quite as far, 
as some of us might have wished." 

The nation's governors most faithfully kept their promises 
to the interesting agents who could not wait longer than the 
end of July, 1918, while still men were dying in heaps, to 
learn whether the control of work, which means the control 
of the people, was to be reconsigned to private individuals 
working for private profit. The nation's capital, which had 
been acquired under conditions oi so much difficulty and 
stress, was incontinently sold out or offered for sale. As soon 
as the sound of "Cease Fire " reached the precincts of White- 
hall, manufacturing for national purposes was txought to an 
end. The 130 National Factories and the many other 
national producing establishments became derelict. The 
nation had been pouring out shells at such a rate that, ac- 
cording to Mr. Churchill, Sir Douglas Haig's artillery had 

' Sorely the most ranarkable ezBin[de of haite oa ricoid. The Germaa 
kdvance, which began m Much 3i, 191S, continnot] until July ;''tbe tide 
vu not turned until July 17, 1918. At, piesnmably, this depntation moat ha'ra 
aaked for an intetTiew a few dayi before it was Feceived, it appean that 
within about ten days of the torn of the tide of the greateM war of hiMxj, 
the cammercial interesta in Fatliament approached the Prime Uinista f^ 
A to tbe coouuerclal policy «( >lie Gorertunnit t 
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been smashing 12,000 tons a day into the German lines. The 
order of the day became: "Clean up the national factories 
and sack their employees." Freedom to buy or to sell the 
metals, whether in real or in speculative transactions, was at 
once restored, and the Government stocks were put on the 
market as though the history of what followed the conclusttHi 
of the Franco-German war had never been written. The re- 
sult was that, as The /ronmon^er put it on February 7, igao, 
"tbe metal markets became a British Monte Carlo." The 
ships built, or building, were sold out. The national ship- 
yards were promptly closed down to the barest minimum 
needed to prosecute the constructional work actually in hand. 
Even as to food, the obvious perils of a grave situation did 
not prevent the Government from contemplating the shutting 
up ^ the Food Ministry at the earliest possible moment, and 
the nation was actually told, in the face of whet was really . 
an alarming situation, that food prices would fall as soon as 
the reign of private profit was restored. 

For the greater part the Press welcomed and approved 
the policy of destroying national organization. Indeed, there 
were not wanting organs which reproached the Government 
for keeping a Food Controller in being, and which, by way 
of thanks for escape from peril, denounced the officials who 
brought the nation through the war as "limpets " clinging 
to their oSices and salaries. 

The nation narrowly escaped the winding up of the Food 
Ministry. In the first half of 1919 the staff was cut down 
and inspectors dismissed; and that although 40,000 prosecu- 
tions had been necessary in 1918, of which 36,000 were suc- 
cessful. The administration <A food orders became exceed- 
ingly lax. Magistrates encwiraged the abuse of the public 
by lenient fines. On May 6, 1919, the then Food Controller 
(Mr. Roberts) delivered what he evidently believed to be the 
Swan-song of his Department. "These," he told Parliament, 
"are probably the last estimates which will be submitted in 
reelect of a Ministry of Food.' Very reluctantly the Govern- 

■ Tbii wu despite the fact thai in Juiiuiy, igig, the Food Couiuiiat' 
Council (the representative body wiaelv set np b; Mi. Qynei to protect the 
interests di oonanmera nnd to adTiae the Uioistry) ti-pjj paufd & munimo 



leaolntion thAt the contintunce of the Uinirtiy " ia eren more important 
during the critical period we are comins to than it wh dtuing the wu," 
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meat was driven by urgent necessity to ocmtinue the Ministry. 
Then the loose screws had again to be tightened^ but it -was 
no easy task, for the destruction of useful work had been 
only too well accomplished. How necessary it was to cmi- 
tinue to defend the public may be gathered from the fact that 
nearly a year after Mr. Roberts' speech of May 6, 1919, 
prosecutions of profiteers were numerous; in one batch of 
cases heard on a single day at a provincial court fines of 
£,\,aaa were imposed for profiteering in fish. 

The condition of the world's meat supplies should have 
forbidden the hasty decontrol which was contemplated as 
scx>n as the war ended. We had more mouths to feed than 
before the war, and private enterprise had neglected to pro- 
vide adequate cold storage — a cardinal sin against an island 
people fed from without. Before the war we consumed 
3,icx),ooo tons of meat a year, of which 750,000 tons were 
imported. At the end of the war we needed more meat, for 
our pc^Milation had increased, but the home supply had fallen 
through the war from 1,350,000 tons to 1,000,000 tons. And 
very much more meat is needed, also, by the nations cA the 
Continent. Knowing these things, or having no excuse for 
not knowing them, we talked of disestablishing the Food 
Ministry. 

On March 5, 1919, it was stated in the House of Commons 
by the Deputy Minister of Munitions (Mr. Kellaway) that the 
130 Nattona] Factories ' had been divided into three classes : 

(i). Seven factories which it had been decided to retain 
as State arsenals. 

(3). Thirteen factories which might be leased or sold, but 
only on conditions which enabled the Government rapidly to 
regain possession if war should break out, and 

Mid tlwt " grave du^ei " woold ceaalt frani iBueaing tba Ifiniiby'a 

Noi wu the rapatitj of many tiaders unknown to the Goremment. 
Profiteering was rampant in uncMitrolled atticles and ever seddns to cheat 
control. To give one iniutrMion out of many, when Persian datea were 
controned in price at 6d. per lb. the " cnterpriiing " dealer ofiered them 
aa " Tnniaian " at 3s. per lb. until be wai laid by the heels. 

' There were nearly 400 National Factories and other national under- 
takings at work according to the Reports of the Coanpticdla and Anditor- 
Geoeial, but this nnmbor included thote taken over from private firma. 
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(3). One hundred and ten factories, the majority of which 
"would be disposed of as rapidly as possible with a view to 
increaang the productive capacity of the country," but thirty 
of which would, for the present, be retained as stores. 

Mr. Kellaway also said that one factory which cost 
;^ 133,000 had already been sold for ;^i4o,ooo. He denounced 
as a fallacy the argument that as these national feictories 
had saved the country in war they ought to be used to help 
it in peace. "The Government," he said, "could not hope 
to compete with private firms; this problem could not be 
solved by fiddling little experiments." 

Apparently it did not occur to the Deputy Minister of 
Munitions that if the national factories were fiddling- little 
experiments in peace they were that also in war. As a 
matter of fact, the national factories made an enormous 
contribution to war production, and, as we have seen in 
these pages, they did more than that. They enabled the 
Government to check contractors' prices and methods, so 
that the whole body of production benefited by the "fiddling 
little experiments." The use of this term also showed a 
curious lack of knowledge of the dimensions of British in- 
dustry. Take the furniture trade, for example, which ought 
to be a great and noble industry. At the last Furniture 
Trades* Exhibition which I saw before the war the exhibits 
were of an exceedingly poor character in both quality and 
design, faithfully reflecting the stuff which is palmed off upon 
the middle-classes and the poor every day. As to the volume 
of furniture output, it was shown by the Census of Produc- 
tion of 1907 that "furniture of wood, upholstered or not," 
had a factory value in that year of only ;^7,449,ooo. Relat- 
ing this to the Government's excuse for not employing 
national factories because they would be "fiddling little ex- 
periments," we see that the Government could have employed 
a small group of the national factories to produce much 
more furniture than the whole of the existing furniture trade, 
to say nothing of fitments for the houses so badly needed. 
Not a few of the factories were furnished with first-class 
wood-working machinery, so that everything was ready for 
this particular development. Such action would not only 
have created a great deal of healthy employment for ex- 
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service men and others, but would have served to {M«vent 
the disgraceful furniture ramp of 191S-1920. Just as 
the National Shell Factories saved the nation from dear 
shells, National Furniture Factories could have saved the 
naticHi from dear and badly made furniture, at a time vhen 
the making oi decent new hcnnes was one of the main needs 
of the people. The turnover of wrak at the national fac- 
tories from war to peace could have Seen accomplished forth- 
with in some cases, and in other cases after a few months 
of adaptation and development. And more than productitm 
was involved. The national factories were model estab- 
lishments in which labour disputes, as the Prime Minister 
himself testified on more than one occasion, were rare, and 
in which unaccustomed provisicHi was made for the safety 
and comfort of the workers. Thus, in a considerable number 
of cases, the "reconstruction of industry " had actually taken 
place, and when the Government sold out it deliberately 
destroyed in peace what had been built in war. 

Thus, also, with the National Shipyards. When I saw 
them, just before the Armistice, they were models of their 
kind, considered solely as plants for industrial producticHi. 
Few, if any, modern shipyards in the country could ctMnpare 
with them. They had been erected for less than a day's cost 
of the war, and could have been ctHnpleted in a few months. 
They were remarkable not less for their social than for their 
industrial advantages. The garden cities which were in pro- 
cess of building, the sites for playgrounds, the hospitals, all 
alike made the enterprise a model industrial establishment 
and the possible centre of a great new hive of population, 
working under ideal conditions and in a beautiful unspoiled 
country, upon shipbuilding and other industries. The State 
possessed not only the sites of the yards, but much land 
suitable for industrial development. One of the most expert 
private shipbuilders in the country told me that he considered 
the enterprise "ideal " from a technical point of view; it was 
well on the way to being ideal also from the social pcMnt oi 
view. The national shipyards amounted to reconstruction 
in being. Happily, the private persons who have bought 
part of the undertaking may develop what they have ac- 
quired as well as the State would have done; certain it is, 
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however, that a properly ordered devel(^ment of the whole of 
the surrounding area could cHily be made by a single public 
authority, working upon a general plan. 

As with the national shipyards, so with the nation's ships. 

When the Armistice came, the nation possessed, or had 
contracted for, 821 ships, of which as many as 417 had been 
constructed and put into commission; only 20 had been 
sunk. According to an oflUcial statement made to Parliament 
on March 5, 1920, the 821 ships were then accounted for 
as follows : 

Of the 417 completed ships :■ 

379 had been sold out to private shipowners. 
20 had been sunk, 
18 were for sale. 

Of the 404 uncompleted contracts : 

375 had been transferred to private persons. 
129 had been cancelled. 

The ships sold had realized a net profit of ;f 2,400,000, 
which sum was the least advantage which the nation gained 
from their possession. The standard ship prc^ramme, for 
the initiation of which the nation has to thank Sir Joseph 
Maclay, undoubtedly contributed largely to the strengthening 
of the Allies' weak link — a privately owned and inadequately 
manned mercantile marine. 

So the State which was recently the greatest shipowner 
in the country sold out its ships and resigned itself once more 
to the dangerous position which obtained when the war broke 
out. That is a statement which hardly does justice to the 
case, for a privately owned shipping to-day is a worse dan^r 
to the nation even than in 1914, when submarine warfare had 
never been put into practice on a large scale and when aerial 
warfare was in its infancy. 



% 3 : Mani Motor-Cars and Few Wagons 

But we must not have regard alonfe to the national indus- 
trial undertakings, important as they are. What distin- 
guished the conduct of the private factories during the war 
K I4S 
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was that they were compelled to make the things «fc«cfc ths 
nation required, and the essence of the^^nge which has 
occurred since the Armistice is that the nation is no longer 
getting the things which it chiefly requires. During the war, 
for example, we shut down the making of pleasure motor- 
cars and concentrated the work of the motor engineers upon 
the equipment <rf military transport in many forms. When 
peace came transport remained fully as important as in war, 
but national- direction of work no longer obtained. We 
scouted the idea that the nation had longer any right to 
demand the first essentials of efficiency, although we knew 
that our transport equipment badly needed renewal and re- 
pair. There was crying need for railway wagons and mine 
wagons; it was a need which we had ample means to satisfy. 
The factories of the country could, with hardly a week's 
delay, have been switched cm to wagon construction. In 
actual practice, we thrust from us any organization of the 
supplies which were so sorely needed. On December lo, 
1919, Sir Eric Geddes, Minister of Transport, complained 
that very much larger orders could have been placed by the 
railway companies for railway wagons, but that "the price 
that was being asked was enormous." * He went on to say, 
and this is of the first importance, "there was an alternative, 
and that was to do what the Government did in regard to 
munitions. Wagon-building, once they got the parts, was 
not such a very difficult thing. They did it with completely 
unskilled labour in Prance, at prices which compared favour- 
ably with any in this country. The State could undertake 
to set up wagon-building establishments, and that was prob- 

* According to the leport in tha Timet at December 11, 1919, the Minister 
of Truuport Mid en iltit he*d : 

" A la-ttm ordinary wagon to-daj W4s being quoted, foi ddivet; at aa 
onceitatQ date, at fr<sn ^350 to ,£400. That was ^fioo to ^150 over the 
present railway shop cost of building. Even Woohnch Arsenal, which had 
nerer built wagcma before, was abte to bnild at £mj. A 16-ton mineral 
wagon was quoted at a cost of £3yS; the prescnt-dar cost of building in 
the railway companies' shops was ^soo. Orders had been placed for lo-tcn 
wagons at jfa70i the piesoit-day cost in the railway companies' shops was 
/iSo. Othoi comparisons included ao-toci sled wuons at £3$^, against 
^370; a 3o-ton goods brake van, £^, against j£68o and a pre-war coat 
ti £t-jo; a covered goods wagon, j£3Qa, against jfass; another aimilar 
wagon, jf4i!i against £x3s. A is-lon goods wagon at Wootwich Arsenal 
coat £»^\ the railway &ag*, £a»Si ^^ outside cost, ^£360 to £39$ and tlM 
pre-war cost was £go. (Cries of " Oh 1 ") A railway fish wagon coat ' 
£\fi^, n coapaieirwilb the railway dwpa* coat of £3^ 
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ably the best thin; to do. Wagwi builders knew their own 
business perfectly well. If they preferred to make high 
profits now and export their output, the country must take 
such steps as seemed fit to provide for the further depletion 
of wagCHis. The Government would be criminally negligent 
if they did not provide for wagons for eighteen months ox 
two years ahead. He believed that erecting wagons in the 
shops could be done by demobilized soldiers. At present 
they had a difiBculty with the trade unions who were wagon 
workers, but the Ministry of Labour was dealing with that." 

So we find the Minister of Transport, no less than a year 
and a month after the cessation of hostilities, threatening 
to build railway wagons and explaining with truth and con- 
viction how simple a matter it is for the State to build them t 
But for thirteen months the State :^iould have been building 
railway wagons and employing in the job a laige number of 
men to whcun instead it paid doles to maintain them while out 
of woric through deliberate State negligence. 

But that is not all. While railway transport was held 
up for lack of railway wagons, the private interests, who had 
had the control of Uie naticmal economy restored to them, 
were busily at work constructing luxury goods. The Motor 
Exhibition at Olympia (November 7 to 15, 1919) showed 
that some seventy British firms were manufacturing motor- ' 
cars costing over j^\,aao each. The exhibition also showed 
that die war profiteers were tumbling over each other in their 
eagerness to buy mot<H'-cars of a properly expenave character. 
Soon after the show opened the misguided manufacturers 
found that their prices were altogether too low, and much 
below what the profiteers were prepared to pay. Prices were 
swiftly advanced during the show to accommodate the post- 
war luxury-hunters; in this we need find no cause for tears; 
probably those who received the prices were fully as entitled 
to tbfe pn^ts as those who paid them. 

Thus is the nation seired now that peace has come. 
There are many things that it sorely needs for its industrial 
and social development; it cannot get them, for private 
interests will only serve those whom it is most profitable to 
serve, and there is more m(Hiey in flash motor-cars than in 
railway wagons, and more in picture palaces th«n in bouses 
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for the people.' In war we got the things which we needed 
because we insisted upon having them, and directly or in- 
directly controlled their manufacture. In peace, the simpler 
processes of re-housing and re-fumishing the homes <A the 
people, or of re-equipping the coal mines and transport sys- 
tem upon which our wealth depends, are neglected because 
we are persuaded that the motives which failed us in war will 
serve us in peace. 

The different sides of the tranq»ort problem were neatly 
illustrated by the Olympia exhibit and the approaches thereto. 
In the week of the Motctf Exhibition any observer could con- 
trast for himself the (relative) efficiency of the tran^xirt for 
the rich and the incredible inefficiency of railway transport 
travelling and railway transport in the Britain tA 1919. In- 
side Olympia the glittering motCM'-cars; outside Olympia 
the untidy railway station known as Addison Road. To 
travel between, say, Euston Square and Addison Road is to 
understand what commercial economy can make of glorious 
inventions. A railwayman of many years* experience gave 
me a delightful account of the conditicHis which obtain o/a. the 
Underground service; how the Metropolitan Railway takes 
you to Bisht^'s Road; how the Great Western takes you from 
Bishc^'s Road to Westboume Park ; how from thence you can 
travel by the Hammersmith and City Railway, &i proceed 
onwards to the district in which the West London Extension 
holds sway from Latimer Road to Addison Road, owning no 
railway stock but just drawing revenue from the use of its 
property. And while enduring the long waits which are in- 
separable from such a muddle, one could admire at Addison 
Road the lines of little toy trucks, in various stages of 
decrepitude, decorated with the names of colliery proprietors, 
slate merchants, and others, to wh<Mn the silly and (^3S(riete 
contrivances have to be returned after much shuffling and 
dangerous shunting and with great expenditure of the 
nation's coal. But, as I have said, the pleasure motor-cars 

' Early id June, loao, it wu decided by the Govenunent to itay an 
expenditure upon tel^ione exchangee and poat offices, in the nania i ts- 
trenchment I Thia, of eonrie, means the duiberate holding-np of nigently 
needed economic opeiatioos. Simnltanecnuly, all over tbe country, the nairiy- 
ricta are enpkiyiDg an enormon* amount oIL laboni npon hizarj building mm! 
decoration*. 
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tiiKde Olympia were (comparatively) excellent, and an anny 
of men is engaged, as I write, in making more of them and 
in dealing in them after they are made, even while British 
transport remains an ugly monument to the frustration vA 
science. 



§ 4 : Unnecessarx Imports uxa the Foreign Exchanges 

Just as since the war ended we have very largely made the 
wrong things, so we have, in part, imported the wrong 
things, with serious consequences to the nation. 

During the war, as I have explained (page 88), we strictly 
r^^lated imports in view of the stringency of the tonnage 
situation. As I have shown (page Ii6), our imports in igig 
were in point of volume far below our requirements, being 
15,500,000 tons less than in 1913. Nevertheless, amongst the 
39,000,000 tctfis actually brought tn were many things which 
ought to have been severely restricted. In 1919 our im- 
ports from the United States of America amounted to 
;^543,ooo,ooo, while our exports to that country, both cA. 
British and imported goods, amounted to no more than 
;^65,400,ooo; so that on the exchange of goods there was an 
adverse American balance of ;f 477,600,000 1 A very similar 
position obtains in 1920, during the first six months of 
which our imports from America enormously exceeded our 
exports to America. This extraordinary position of de- 
pendence upon American supplies, largely a result of the 
war, has been naturally reflected in the exchanges. In 
February, 1920, the American exchange fell to 3.30 dcJlars 
per £, representing a discount of more than 30 per cent. 
Thus our huge imports from America, both necessary and 
unnecessary, cost us heavily, and every family in the country 
was mulcted in a considerable sum because of the condition 
of the dollar exchange. As I write in July, 1930, the position 
has improved somewhat, but it is still very bad. 

When the Armistice was arranged it was necessary to con- 
tinue to control for a considerable period the nature of our 
imports, not only in view of the shortage of shipping, but 
because of the poatitm that would arise as soon as the ex- 
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changes were left to the unfettered action and reaction oi uo- 
controlled trade. The nature of our imports from the United 
States in 1919 is eloquent <A the need which existed for con- 
tinued control. We brought in itoai America in the 
twelve months ;£" 102, 300,000 worth oi manufactures and 
;£34, 100,000 worth oi tobacco. When allowance is made for 
commodities such as railway trucks, machinery and manu- 
factured materials of prime importance to our industries, it 
is clear that these imports could have been reduced so greatly 
as to affect the exchange to some purpose.' It was inadvis- 
able to permit the importation of ;f34,ooo,ooo worth of 
tobacco, of over ;£5,ooo,ooo worth of apparel and textiles, 
and of a great quantity of motor-cars and other luxuries when 
such importation raised the price, through the exchange, of 
every necessary article that we bought from America, in- 
cluding wheat. There sbould have been a stem restricti<Hi 
of luxury imports, as there was in the war, and for the same 
good reasons. The chairman of a well-known banking house 
recently took occasion to denounce the importation of cham- 
pagne, but the importation of champagne from France is 
fraught with much less injury to the naticmal eccMUHny than 
the importati<Mi of unessentials from a quarter where vt are 
already exceedingly in debt. Ctiampagne from France 
means part payment for our big exports to France or repay- 
ment of French debt to ourselves, the oEchange being greatly 
in our favour; an unessential import from America means a 
further addition to a pile of indebtedness. 



§ s : The Post-War Risb in Pricbs 

The resumptifHi of disorder as a national poliqr at the 
end of 1918 was quickly followed by a great rise in prices. 
There was no excuse for not knowing that this would be the 
case. It was unfortunate that the Government should an- 
nounce to the people,* even while it was de-contiolling a 

' Both Fiance and Italy hara in igao raatricted unMaential inpofti. 

' Mr. Llofd Geoige at the Induatrial Conference in Fabnaiy, 1914, 

aaid : " By the mmmei (1919), I hope, the com o( livuig in a VNwkiiit aMn^ 

household will have gone down by about 4*. a wedt. By the (md of M aiob 

you will have achieved about baU that" 
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\«qgt variety of OMiiinodities, that prices would fall, for it 
knew that nothiog but Government actiui had saved the 
nation (rtMn much higher prices during the war. We also 
knew that, in a commercial market, a small shortage is 
sufficient to cause a great advance in price. We also knew, 
or had no excuse for not knowing, that after the Franocv 
German war there was a price boom which subsequently 
led to disaster. After the ccmclusion of that war prices rose 
to heights which, although lower than those whidi now in 
9(M»e cases obtain, were sufficiently serious. In 1873 Cleve- 
land pig iron touched 130s., but by 1879 it had fallen to 
39s. Hematite pig, f.o.b. Cumberland ports, averaged 17QS. 
per ton in 1873. The North of England average selling 
price per ton of rails, plates, bars and angles was in 1873 
£\\ 9s. per ton. Straits tin rose in 1872 to £1^ per ton. 
This inflation was followed by slump and disaster which 
plunged thousands of heads under water and caused great 
distress. This lesson of histcuy was lost upon the Govern- 
ment. 'Pncei were to come down, owing to tke beneficent 
acUon of commerciaUsm. Of course they did nothing of the 
kind. Prices rose all round, and in almost every case where 
de-control occurred the public had to pay heavily for the 
restored right of commerce to buy in the cheapest market 
and to sell in the dearest. Palm kernels promptly rose upon 
de-control from ;£36 to £^ per ton; cotton seed from ;^t9 
to ;t35i «^ra from £33 10s. to £s&; bariey from 67s. to 
95s. 2d. per quarter. The case of veal was a very bad one. 
T^ "expert trade advisers " urged the Ministry to decon- 
trol; the Ministry foolishly followed their advice; the price 
of veal immediately jumped from the contrcriled price of 
IS. 6d. per lb. to 4s. and 5s. per lb., which led to such a 
slaughter of immature calves that the milk supply of future 
years was greatly endangered. Then veal was re-controlled, 
after considerable damage had been done. A neat illustra- 
tion of private profit versus national interest. 

In January, 1920, the then Parliamentary Secretary to the 
Food Controller (Mr. McCurdy) made the following official 
statement as to the consequences of de-controlling bacon : 

"After a great deal of agitation it was decided to take off 
the bacon control. Immediately all sorts of people began to 
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trade violently in bacon. Prices went up, and the profiteer 
began to reap a happy harvest. We began to receive bacon 
of qualities which are quite unsuitable for this country. . . . 
We were compelled to put on the control again in order to 
secure the country's supply. And that is how the baccm 
renting at the dock business came about. It was not our 
bacon. It belonged to the private traders who had assured 
us that de-control would lower prices." 

The reference in the last pa^ of this diverting statement 
was to the fact that the Ministry of Pood was publicly 
charged with buying bacon and allowing it to rot ; as a matter 
of fact, the bacon in question was the stuff which was rushed 
in, by what is euphemistically termed "private enterprise," 
during August and September, 1919, the period of de-control. 

In a further statement issued on May 17, 1930, the Food 
Controller (Mr. McCurdy) pointed out that the price of food 
had increased less, and not more, than the prices of com- 
modities in general, and he illustrated his point by a table in 
which he compared food prices with the wholesale prices of 
certain groups of commodities. Here is the Uble, in which 
the prices of 1914 are taken as 100 : 
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It is strange that the meaning of this statement escaped 
attention. Food has risen in price less than many other 
commodities because control has to a greater measure re- 

.1. '1 ^'*' ""«=' "^ ^^ Partial withdrawal of the wheat subsidy ii reaectcd in 
Ihe index number for wholenl« cereals in April, and in the index number 
lot retail loooa in May. 



D„„.db,Google 



The Resumption of Disorder 

mained in regard to food. If the Government had ccmtinued 
the policy of national organization the prices of general oun- 
modittes would have risen no more than — in some cases not 
so much as — food prices. Not that the food policy has been 
thorough. The bread trade could have been taken over and 
better average bread sold with great saving. The oleaginous 
produce of West Africa should have been treated as a public 
asset, manufactured in national factories with a proper pro- 
portion of animal fat to give the necessary dietetic qualities, 
and sold cheaply to the pet^le. In the war the Food 
Ministry insisted on a standard mai^rine; now we permit 
the sale of an inferior article at a higher price. 

The effects of de-control upon price were again illustrated 
at the beginning of July, 1920, when all control of British 
live-stock and meat came to an end. Immediately there was 
a ramp in British meat. Homegrown beef which on Satur- 
day, July 3, was 95s. per live cwt. rose on July 6 to from 105s. 
to 1318. per cwt., and the retail price of nimpsteak rose from 
2s. 4d. on the Saturday to 35. 4d. on the Tuesday. Immedi- 
ately the very newspapers which had been denouncing con- 
trol and 'irtiich had been demanding the dismissal of every 
war-time servant of the State, bncJte out into violently indig- 
nant head-lines. Fortunately for the public, as Mr. McCurdy, 
the Food Controller, observed, imported meat was still under 
ccmtrol, and it proved to be impossible to hold the consumers 
of home-killed meat to ransom. Unfortunately the public 
has no such help in respect oi many of the articles which 
the Government secured cheaply for the nation in war but 
which we have now to buy dearly in peace. 



§ 6 : The Wool Foilx 

An account has been given of the wise, and in the true 
sense of the word, businesslike methods by which the War 
Office gave the British and Allied armies and the nation 
relatively cheap wool and clothes in the war. 

The studied resumption of disorder has had its heavy 
price for the public in this as in other matters. In the case 
oi wool the results have amounted to a grave misfortune. 
»S3 
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The seedier was clothed eflficientiy and cheaply by State 
Socialism. The ex-soldier, returned to civil life, finds him- 
self held to ransfMn when he buys civilian clothes. In a case 
I have at fiist hand, a private soldier wounded in France and 
captured by the enemy (who treated him very well) was upc» 
his return to his native land chained ei^t guineas for a jacket 
suit. He was so unwise as to pay in advance the heavy 
price he could ill afford. The suit was very badly made and 
the tailors refused to put it right ; he had paid in advance I 
It is clearly impossible to deny ttiat at least private enterprise 
was not killed by the war. 

The w(H-k of the War Office had been so triumf^ntly 
successful that it seemed impossible that such an object lesstm 
could be forgotten. Everything was possible, however, to a 
Government with so strcMig a faith in traffic for gain. 

The Wool Department of the War Office was extinguished 
and the fate of wool resigned to the Ministry of Munitions 
which, as we have seen, was engaged in shutting down all 
its successful national activities. A Wool Council, described 
as a "representative trade advisory body," was set up to 
consider the matter. This body had violent differences, for 
masters and men sat upon it. In the end the competent 
authority decided to end the control of wool and to reopen 
the auction sales of the pre-war additions. This was done 
in April, 1919. 

The result, unfortunately for the nation, was an instan- 
taneous success for private enterprise. In the words <rf the 
Wool Profiteering Report (Cmd. 535 (rf 1920), "prices rose 
phenomenally." The Ministry issued s(Hne 450,000 bales ol 
wool at the fixed low prices in the ht^ie of keeping things 
steady, but it was in vain and a mere gift to the trade. Fcm-- 
tunateiy, the Government owned ^e Australasian wool, so 
that the heavy auction prices brought grist to the British and 
Australian exchequers,* but on British wool (now de-oon- 
trolled) the farmer made a splendid haul. British wools, 
which in July, 1914, sold for frcrni ia|d. to 22d. per lb., and 
which the War Office had bought in bulk in the war at a 

' It wu stated affidallj' in Parliament that up to Hatch 31, 1919, Um 
■mount tt profit due to the Anatralian GoTemmeiit waa ^^6,486,991 ; thw 
meaiia ftal the Biitiih ezcbequer made a aimilai Biun uadn the Agieenaent, 
lor the piofit waa to be h«d*ed between the two partita. Thia in additioa 
to a great uTing in coata. je^ 
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60 per cent, advance, rose by December, 1919, to prices 
ranging from aSd. to 84d. per ib. Australasian wcx>l of finest 
quality, which in July, 19141 fetched 3od. per lb., soared in 
December, 1919, to i5od. 

From this we may imagine what would have happened 
in the war if Socialism in wool had not prevailed. The 
restoration of the uneconomic and ridiculous wool aucti(»is 
and the general de-control of the wool industries made the 
public positi(»i worse in peace than when the submarines 
were doing their utmost. 

But the opponents of State contr<d bad still an argument 
left. Observe, they said, the Government is profiteering in 
wool I As a matter <rf fact, if the Government had given 
away to the trade the whole of the Australian wool clip 
which it had bought, the price would have soared just the 
same. T^us the 450,000 bales which it issued to the 
trade at low prices helped the public not at all, because the 
trade was free to profiteer. As the Profiteering Committee 
said : "Such distribution (the 450,000 bales) has not had the 
corresponding effect of keeping down the prices of deling 
to the public." 

All control ending, commercialism worked to its appointed 
end. At each stage in the trade a big margin was put <m), 
and woollen clothing mounted to giddy heights, with every 
shopkeeper telling us to buy at once, for worse was to come. 
Again to quote the Wool Profiteering Committee: "The 
release of wool from contrd in April (1919) has been followed 
by a very great increase in prices and consequently in the 
cost of woollen goods." To quote the Worsted Yams 
Profiteering Commit^ (Cmd. 550 of 1920), the worsted 
spinners were making for November-December, 1919, de- 
livery, yarn at a profit, on a trade paper basis of costs, of 
I3<1- to 43d. per lb. profit, and on thdr own basis of costs, 
8^. to 34^. per lb. prt^t. 

The Wool Council, to do it justice, when it found that 
wool was rising as a result of de-contr(4, prt^xised a standard 
clothing scheme. The proposal was that 50 million yards 
of cloth should be manufactured on the war-time plan of 
fixed price for wocd and fixed margin of profit for each 
stage of manufacture. The Board of Trade squelched the 
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scheme, bein^ then violently enamoured of a Prt^teering 
Act by which any citizen could, at his own expense, act as 
common informer against a shopkeeper 1 "As a result," 
says the Profiteering Report, "the general public was left 
with no protection whatever." 

One may well wonder whether it will ever occur to any 
considerable number of people that it would be a decent 
convenience to be able to buy cloth made hcmourably and 
sold honourably, with clear and truthful information as to 
its composition and quality. That is how the Government 
bought cloth of wo(d in the war, and it was able to do so 
because, owning the material and checking manufaaure at 
each stage, it knew exactly what was being scdd and bought. 
It is suggested here that the tricks (rf trade are unworthy <A 
scientific industry and a shame to the nation. Why not 
make an end of them and reduce this matter of wool buying, 
and combing or carding, and spinning and weaving, and 
dyeing and finishing, to a great and noble precession? It 
might be a thing of beauty and erf pride. Why not make 
it so? 



§ 7 : The Post- War Cohpanz Promotions 

The post-war company promotions have been <hi a 
gigantic scale. AcccM-ding to the data compiled by the 
i<ondon Joint City and Midland Bank, the new capital issues 
in the United Kingdom, which had fallen to ;£26,ooo,ooo 
in 1917 and j^65,ooo,oog in 1918, rose to ;C237,ooo,ooo in 
1919, and to ;£i93,otx),ooo, or at the rate of i^ 579,000,000 
a year, in the first four months of 1920. In no small part 
these flotations represented the selling of old businesses to 
British investors at inflated war values, and formed no real 
addition to the material capital of the country. The present 
writer made a public protest on this subject in giving 
evidence before Lord Shaw's Transport Workers' Inquiry 
on February 19, 1920. The Chancellor of the Exchequer, 
Mr. Austen Chamberlain, speaking in the House of 
Commons <mi March 16, 1920, said : 

"I must say that I think that those who are capitalizing 
and recapitalizing old businesses on the basis of the present 
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infiated profits are entering upon a most dangerous task, 
are taking a great responsibility, and are laying up for them- 
selves, if they continue to hoid any interests in these concerns, 
and certainly for those whom they induce to come into them, 
as well as for the country, very perilous future problems. 

"! would utter that word of warning and invite financial 
circles in the broadest sense to realize that the deflation which 
they have called for cannot be carried out by the sole actitm 
of the Chancellor of the Exchequer or of the Government. 
The prevention of the evil needs their co-operation, and that 
criticism of the demands for credit that are brought to them 
which I am supposed to exercise over the demands for credit 
which are brought to me." 

In ^ite of these words the capital issues of April, 1920, 
amounted to nearly ;£46,ooo,ooo, and the issues erf May, June 
and July aggregated ;^9i,qoo,ooo. The discontents of our 
time will be magnified by setting the employed to earn 
dividends, if they can and will, upon a new set of fancy 
valuations. 

§ 8 : Creating and Paying for Unemploiment 

Possessing the means to employ not only the munition 
workers, but every available demobilized soldier upon good 
productive work badly needed by the nation, we preferred, 
in pursuant of our worship of disorder, to make derelict 
our national undertakings and to pay enormous sums to those 
whom we either threw out of employment or to whom we 
offered unemployment as a reward for their services in the 
fighting forces. Nor is the quantity of unemployment to be 
measured by the melancholy figures published by the 
Ministry of Labour,' nor the denunciations by military 
commanders of the number of ex-ofiRcers seeking suitable 
situations. 

Just as before the war we had a great army of men and 
women engaged in work which meant nothing or less than 
nothing to national production, so, upon the resumption of 

' Ai late u June 4, igao, there were i9>,»cx> ex-MTvice men claiming the 
oiit-<rf-woik " donation " ; cd these 34,600 were disabled men. At the same 
date S,9" ez-officeis and 7,395 men cd other tanks with similar edncational 
qiulincati<Hu were seeking uinationi. 
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commercial operations, the old useless jobs were revived, 
attenuating the stream di useful c<»nmodittes and services. 
When I hear of a brave young officer who has (Stained work 
in one of the subsidiary occupations connected with the boost- 
ing of very commercial goods, I take note (A an unemployed 
man driven to unproductive labour because he can find 
nothing better to do. The shop assistants have drifted back 
to the redundant shops; the hefty doorkeepers are appearing 
in gorgeous uniforms at the portals of picture palaces and 
restaurants ; the lift attendants are back, condemned to spend 
their lives in racing up and down between the ground and 
sixth floors of suites of (^ces occupied by middlemen. Any 
day you can see ex-soldiers with ribbons cm their chests 
catching taxis for wasters in the West End d London or 
herding in theatre queues the middle-class people who are 
content to sit behind the stalls on. bits of board in the pit. 
Where the war offered a man a man's work, peace too often 
offers htm a mean dtp into the results of the work of the too 
limited number of useful producers. Unemployment and 
misemployment are one and the same from the point of view 
of national econcnny, save for one thing, that the misein- 
ployed man, while equally producing nothing with the un- 
employed man, consumes more than the unemployed man.' 

\ a case heud before the 
, , . ^XjaadKOi Evtming Ntwt: 

A youth aged 17, fined aoe. at Hampitead tv-da; for otattiictinK tlw 
police on Bank Holiday, said he earned 19s. a week. 

The lad'a mother laid h« waa a good boy. Oat dL the rataoiej be eanwd 
be helped to support bw and hei othei childrea. 

The Chftinnan : " Where doea be earn the money? '* 

The Uotber : " At the UoanidoyiMnt Eschangb" 

The-Chairman : " Do you mean he leoeiTCa 093. a week unemployment pay 7 " 

The Hotber : " Vee ; be JMoed the Anny onder ase and I got his dia- 
charse in order that be might aimporl no and the childroi. That waa w«ea 
month* ago and ho baa done so.' 

The Chaiiman : " Has he received a^s. a week for leveD montbaf " 

The If other : " Oh, yes, sir ; yon aae, be has hem unable to obtain work." 

The Cbafrman 1 " It is the most disgraceful thing I have ever heard oi. 
While the Govemmsnt continues to make inch a payment to bim the boy is 
nerer Ukaly to get work." 

TbJi simple story deserves to be preserved for the amnatmant, if not 
(or the edifiution, d racceeding generations. The indignation d tbe magis- 
trate that an ex-soldier who bad tlie conrase 10 join uw Army mder age 
should have drawn for as Icmg as seven months no less tlian ags. a week froni 
a Govemmenl which lafnaed to find him work to do, makes cue wosider what 
would have been his ccnnmenta opoo tbe case tA tbe ducal rsya^ owner tAo 
admitted to the Coal Commission that, as coal-owner, he gav« no aervioa to 
the nation in return for royalties amounting to £^ per hoar. 
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A curi<His example of what the nation loses in labour 
power by the misemployment of capable men may be found 
in the fact that we find the Government turning girl clerks 
out of Government o£fices to make room for ex-service men. 
Ii have been told of cases in which young girls dt^ng clerical 
work which they were well fitted to do have been cast on the 
unemployment market after being invited to teach their 
soldier successors how to do their unmanly work. The nation 
is badly in need of the work of men ; of work which women 
cannot do, or cannot do as well as men. The ptriicy of dis- 
order puts men into women's jobs even while there is more 
than enough men's work for men to do. 

And it is only a matter of a little time before the unem- 
ployment problem will again press with exceeding severity. 
The alternations of feverish activity and dull depression 
which have ever characterized commercial operations, and 
which are inseparable from an unorganized society, will fol- 
low in, due succession, and each ^ump will add its quota to 
the human wreckage of our towns, as in the past. We had 
the opportunity to develop the war organization of industry, 
to pool trades, to make the maintenance fA all workers at 
least as good and as regular as that of our wcwking horses. 
We have preferred at once to recognize and to avoid the re- 
sults of our action and inaction by enlarging the scope of 
insurance against unemployment, a thing good in itself as a 
palliative for commercial ctHiditions, but none the less a 
plaster for a disease which need not exist. 

The economic cant of the day is all of Production, Pro- 
duction, Production, and again, Production. Strange that 
we ^ould talk so much of production at the end of a war in 
which we produced as never before, and in the early years 
of a peace in which we have power, far more than in war, to 
organize every person capable of production to add to the 
national wealth. 

And what tA the women ? 

It was not enough that the war blasted the lives and 
hopes of so many women by killing off over 600,000 of 
our finest young men and thus increasing the already grow- 
ing majority of women in the State. The Government used 
every inducement that it could think of to draw young women 
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into industry, and it succeeded very well. The women rose 
to the occasitMi, adapted themselves to factory work and other 
arduous labour, and earned a debt of gratitude which the 
nation as a whole would be hard put to it to repay. I do 
not think there is any record of the killings, and poiscmings 
and maimings of women in war work, but they were un- 
doubtedly very great. The employment of women in T.N.T. 
and picric acid work, for example, while grown men were left 
to carry on middlemen occupations, was a very shameful 
thing. How has the nation repaid the debt to women? 
There is no more deplorable phase of the resumption of dis- 
order after the war than that which occurred in this con- 
nexion. The women who had done so well in difficult and 
dangerous operations — even those who had worked with 
machine tools, and lifted heavy loads, and handled poison- 
ous compounds, and taken the ri^ of working upon high 
explosives — were incontinently sacked from employment, 
thrown an unemployment dole, and requested to look to 
private employers for their future governors. 

What is the position ? Between the killing off <rf so many 
men, and the induction of so many new women workers into 
industry, Woman is cheapened in the State as a result of 
the war — 

Women are ciie^, axtd since they breed die race 
The race grows die^ier; so tlie price is paid 
In bewared lives that never know a prime. 
The vok:e of SacriBoe comes down the years — 
" Forgive them, for they know not what they do " ; 
Who shall forgive llie sin of those that know? 

A great deal of eloquence was poured upon women 
workers during the war; who remembers them now? What 
does commerce make of women and their work, their lives 
and their happiness? 

It was not well to create a new army of women workers 
and then to cast it upon the tender mercies of industrialism 
in peace. 
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CHAPTER IX 

THE EXISTING NATIONAL FRAMEWORK 

§ I : Some Things not Sold 

IT may be said of Socialism, as of treason, that it doth 
never prosper, for when it prospers then it is not Social- 
ism. If the nation has sold out its ships and shipyards, 
its factories and workshops, its stores and its materials, it has 
still left, fortunately, some things which no capitalist Govern- 
ment, however desirous of applying the proceeds of liquidated 
capital to current expenditure, is likely to propose to put up 
to auction. We still, as a nation, are left in possession of a 
con»derable amount of property. In 1910 * I made a con- 
servative estimate of this property as then worth a little less 
than ;^i, 920,000,000, of which ;£55o,ooo,ooo was Imperial 
property and ;£i, 370,000,000 the property vested in local 
authorities. The former sum was by ;f2i2,ooo,ooo less 
than the then existing Natic»ial Debt, and the latter sum 
was by ;f762,ooo,ooo more than the then existing local 
indebtedness. 

The property in the possession of the Imperial Govern- 
ment was made up of ships of war, naval and military 
material and stores, Government shipyards, dockyards and 
arsenals, public offices, museums, galleries, and their con- 
tents, Government factories and workshops and their plant, 
Post Office, telegraph and telephone capital, etc. 

The public property vested in local authorities, in which 
for convenience I include the 2,000,000 acres of common land 
in England and Wales, the main roads and minor roads, 
includes parks and open spaces, offices, houses, schools, 
markets, asylums, workhouses, bridges, sewers, lighting 
systems, gas works, electric light and power undertakings, 
tramways, waterworks, reservoirs, etc. 

' " Ridtea and Poverty," 1910 edition, pagei 65-68. 
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This vast amount erf property, estimated to be w<»th 
nearly 2,000 millions in 1910, and now certainly worth much 
more at a commercial valuation, forms a social framewtH'k 
without which life, conditioned by the commercieil system, 
would be intolerable. Together with the Socialist services <rf 
the <%ntral and local authorities, expressed in the judiciary, 
the currency, public hygiene, industrial insurance, the pro- 
tection of just measurement, the police, etc., they constitute 
the fabric which distinguishes civilization fr<»n barbarian. 
The measurement of such publicly owned and controlled ser- 
vices and supplies is the measurement also of the degree of 
civilization to which any nation has attained. So curioudy 
is this point overlooked in post-war discussions that in a 
recent hoc* by a gifted writer ' we find recorded, as some- 
thing which existed before the modem capitalist system but 
which has been since repaired by Capitalism, that in England 
in the time of Henry VIII "the streams and ditches were 
blocked with filth, dead animals, <^at and every kind of 
refuse," and that, whereas "the Middle Ages gave us beauty 
complicated by stench and the Black Death, Capitalism ha^ 
provided an enormously greater output, better sanitation, 
and better houses, but has not yet given much thought to 
beauty." 

Now, as a matter of historical truth, the petty capitalists 
of the days before machinery never stirred to abate public 
nuisances, and their successors enormously added to them. 
It was the action of the community, and that al<Hie, which, 
titde by little, and step by step, destroyed the evil public 
consequences of individual neglect. Plague and pestilence 
were beaten by public action, and by public action alone. In 
all the world at this moment there are very few examples vi 
sewer systems in the possession of vested interests.* If, how- 
ever, the peculiar virtue sometimes alleged to attach to indivi- 
dual enterprise and to private management really exists, 

' " Tbe Coot for C»ptU]iHti," by Hutl«y Wilberi, page 137. 

* Hi. Emil Dftvies records in " The Stmte in Bniioesa " th&t dieie ja a 
Rosaiio Drain^e Compan; and a Valparaiso Dratnaf^e Cdtnpsny and that 
both are ino with British xossavj. The Kosario Drainage Ceoipany made 
nearly ^41,000 worth of profit oat of the drains dl Rosario in IQ13, and Ibe 
citizens 1^ that favoured town are compelled lo connect their ho<^M to tbe 
company's drain pipes. 
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those who believe in it should certainly demand the setting out 
of the sewers. 

As with drainage so with all the supplies of goods and 
serrtces to which we have referred as being wholly or largely 
in the possession of public authorities and worked as 
Socialistic or Communistic undertalcings. It is impossible to 
deny that each of them could be resigned, and tias been 
resigned at s<Hne time more or less remote, to private enter- 
prise. Even law begins with lynch law, and it is but yester- 
day in the world's history that captains of fortune waged war 
(Ml land and that under letters of marque privateers ranged 
the high seas. Tbe sea-pirate with a licence was not form^ly 
abolished until the Declaration of Paris of 1856. If, in these 
pages, the appeal is made to opinion to consider great ser- 
vices of primary importance proper subjects for communal 
rather than private action, it is merely to make, in respect 
of the arts of peace, representations which were made by 
Machiavelli to Lorenzo the Magnificent, as to the danger to 
a State which lay in the employment of mercenary military 
commanders.* 

Tbe prepress of civilization is to l>e measured by the 
degree in which matters of common concern are transformed 
from the domain of private profit and selfish adventure to 
that of common ownership and of public control. The only 
security of civilization is found in the extension of public 
order. Not in one country atone but throughout the world 
we have witnessed in recent times an ever growing tendency 
to widen the national control of economic powers. Every- 
where Governments have increasingly realized ttiat as long 
as control of economic operations is vested in private perscms, 
vested interests exercise authority which is inconsistent witti 
the welfare of States. Even in countries where the greatest 
amount of prejudice has existed against national ownership, 

* " Hercenmry CAptaina ftre dthei vary capftble men tx net ; if they tre 
yon cannot rely upon them for they will alwaya aapire to their own g;te«tnea>, 
eithei by oppresiing you, their muteis, or by oppressing others kgadnst yonr 
int«otiona ; bnt if tbie captain ia not an able man, be will generally ruin 
yon. . . . Aj an example of mercenary simiea in antiquity tbeie are the 
Carthaginiana, who were oppressed by their mercenary Mldiers, after the 
lenxiination (A the first war with the Romans, even while they still had 
theii own citiiou as captains." — From " The Prince," by Nicolb MacUavdli, 
f the fifteenth century. 
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as in the United States fA America, an ever increasing volume 
of legislation has been directed against the powers of priv^e 
government exercised by individuals wielding great masses 
of capital. The greater part of the world's industrial and 
social l^islation amounts to the public r^istration of com- 
plaints that the private ownership of capital is inctMisistent 
with the welfare of the community, and to attempts to r 
the crying evils arising from such private ownership. 



I 2 : Profit and Utiliti 

The private government of national econCMny inevitably 
leads to the neglect of the very factors which require most 
care and attention. 

Health is the greatest of all physical goods, hut private 
enterprise can find in devotion to it no prospect of rapid 
gain. So far from r^arding health as wealth, private enter- 
prise has seen in the- prosecution of methods di quick gain- 
getting a thousand ways of destroying health, with ccMise- 
quences which the war forced up(» our attention in the 
rejection for military service of a large pr<^x>rtion of 
recruits. 

Access to sunshine is a prime condition of health. Sun^ 
shine is not "wealth," either to the business man or to the 
commercial economist, and all that commercialism has done 
in re^)ect c^ sun^ine is to create conditions which have 
dented it to millions of houses and tens of millicHis of 
people, so that tuberculosis claims every year its host of 
victims. 

Afforestation is a national need of primary importance. 
Trees, however, make a slow-growing crop, and private 
capital is not content to wait forty years for harvest. The result 
is that Britain produces very little timber, and was imperilled 
in war as a consequence, just as she is deprived in peace of 
a great good which she might easily have had by State 
effort. The improvement of rivers and of ports, the construc- 
tion of canals, the formation and maintenance of roads, are 
amongst the most important of economic factors, but again 
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the private adventurer will do little or nothing for them, 
because their conditions are such as to make the garnering 
of commercial profit difficult or impossible. Where these 
things are successfully accomplished in the world it is by 
public enterprise. Thus Panama was once the name of a 
scandal, in spite of the genius of a great engineer; national 
enterprise has made it the name of a tenth wonder of the 
world. 

When we pass frcnn the things from which the commercial 
spirit shrinks to those in which it actually seeks and finds 
prc^t, we find that in an exceedingly targe number of cases 
the field of endeavour is ncrt adequately or even well ex- 
plored. The industry ts tackled as a source c^ profit, and 
only those parts of it are touched which bid fair to yield 
the most profit. If we desire fully to understand the contest 
between utility and the motive of profit, we can do so by 
considering the case of one of the few British State under- 
takings, the Post Office. Let us imagine that we had been 
foolish enough to resign the business of letter-carrying to 
private enterprise, and observe what would surely have 
happened. 

In the considerable centres erf peculation there would have 
arisen a number of competitive letter-carrying firms, each 
with its separate proprietors, separate managers, separate 
vehicles, separate offices and separate accounts. Some of 
these would have beaten the others out of the field, with 
much waste of capital and labour, and in the course of a 
little while there would have been left in each of the main 
centres of population a few successful postal firms or com- 
panies. Some of the more enterprising of these would have 
established communications between town and town, and 
some of them, probably, in process of time, would have 
served considerable areas in competition with others. Sooner 
or later the country would have been covered by a consider- 
able number of postal concerns, developing into various 
postal combinations or trusts. Great profits would have been 
made in the crowded centres, and this would have enabled 
the original capitals to be watered and converted into bigger 
capitals demanding their annual toll of interest, even as the 
;^200,ooo,ooo worth and more of water in our railway capitals 
■6s 
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now demands interest. We should have grown to ccMisider 
such a sum as threepence <x fourpence cheap for the trans- 
mission of a letter betwem Londcm and Glasgow. Above 
all, let us observe that this postal service would never have 
run at all in thinly populated districts, for it would not have 
paid private enterprise to seek them ; the big profits frcHn the 
crowded areas would never have been used to provide 
facilities in the sparsely populated areas, any more than the 
big prc^ts from the most easily worked coal mines are used 
to economize and serve the country's poor but yet invalu^>le 
coal seams. 

Thus it is with many of our most important industries. 
It is true that they are adventured in, but their possibilities 
are never thoroughly, or even adequately, eiq>lored. It is 
true that the private voyager puts out to sea in them, but 
he sails where he can pick up the most easily wcmi freights. 
Such has been the history of our railways, of our mines, erf 
our canals, and of most of our manufacturing trades. And 
the same influence operates as between the devek^meot of 
necessary and unnecessary trades, of good and evil trades. 
The decrepitude of railway transport, coincidently with the 
swift develc^ment of luxury motor transport, is one illus- 
tration ; the decayed and filthy houses surrounding the flaring 
gin palace is another. There is rapid profit to be made 
out of the vile public-house at the prominent oxDer; there 
is slow and tedious profit to be made out of building beautiful 
houses for the people. 

Because we have an efficient Post Office which gives us 
services at charges (I ^jeak not of the pre-war charges, but 
of the new rates <^ 1920) extraordinarily low as compared 
with those which we pay for privately organized supplies, 
we are only too likely to overlook the supreme value to a 
State of nationally organized postal services. We have 
learned, as pe<^le have done in all other countries, without 
exception, to expect and to g^t thortMigh eEEciency from such 
an organization. The thing becomes a matter tA course. 
We never expect private enterprise to be as thorough as the 
Post Office, for experience has taught us that it is rarely 
that a private contract is performed to our entire satisfaction, 
and that however we hedge our dealings round with pie- 
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cautions, we have to be wary to the end, and to examine 
jMrefully every detail (^ what is supplied to us under con- 
■bons which, at every stage and in every detail, are a direct 
inducement to the contractor, at the worst to break faith 
with us, and at the best to do the least that need be dcme. 
It is fortunate that even in the Britain of \a\ssez faire we 
are left, at the end of the war, with some great natitmal and 
municipal services which no politician or vested interest dare 
sug^:est should be sold out for exploitaticm by commercial 
methods. 

It is unfortunate that still so many amenities of the 
first importance are imperfectly and inadequately supplied 
by the authority of private governance. Never until the 
main necessaries of existence are produced by nationally con- 
certed effort will our houses be as efficient as our roads; our 
milk supply as our sewers; our mines as our Navy. 



§ 3 : The British Telephone Service 

A curious illustration of our expectancy of efficiency from 
State services ts to be found in certain criticisms of the 
British telephone service since it became a national enter- 
prise. Those who remember the ccHiduct of the telephtmes 
by the National Telephone Company know that the public 
telephone service now, with all the difficulties caused by the 
war, and in spite of the fact that the Post Office cannot 
obtain material from the private contractors who alone have 
the opportunity to supply it, is much more efficient than in 
normal conditions of peace under private control. I myself 
have been always a considerable user of the telephone, and 
it is a distinct pleasure to me to contrast the present L.ondon 
service, with its access to 320,400 subscribers (March, 1930), 
with the poor system of the National Telephone Company, 
which gave me access to 233,000 subscribers (December, 
191 1).* Those who have short memories on the subject 

' In the same period, December, igii, to lf>rch, 1990, the proriscial 
9iibK3ibers increBaecl from 469,000 to 595,000] •ggt(94M growth tor the 
DBtion, 701,000 to 915,00a. 

.67 



D„„.db,Google 



The Triumph of Nationalization 

should refresh their minds by reference to the Press in 
the days^ before the Post Office took charge of the tele- 
phones.* 

It is perfectly true that while the telephone service is 
better now than it was under private control, it is not as 
good as it would have been if there had been no war and if 
manufacturers could deliver material. The very competent 
public officials who now manage the service say, in a very 
proper spirit, that they can and will make the service better, 
and do not pretend that in 1920 it is either what it might 
have been or what they desire to make it. That is what 
we expect from such men. The main thing which at this 
time prevents a great expansion and improvement of the 
service is, curiously, the failure of private enterprise to 
deliver material. The Post Office does not manufacture; it 
has to buy manufactures. 

Unfortunately, too, the Post Office operators have to 
contend with the grave element of inefficiency which exists 
in so large a proportion <rf business houses in the use of 
the telephone. In my own experience the chief difficulty 
about the telephone ts to secure proper attention to it fixHn 
the subscriber at the other end. In this, as in so many other 
matters, private firms do not seem to realize how necessary 
it is to practise a good method. The telephone girl gives 
us the number, and we explain who we are and whom we 
want. A youthful voice usually bids us "Wait a minute," 
with the not infrequent addition "while I find him." Often, 
after a prolonged wait and an appeal to the unfortunate 
telephone girl to wake them up at the other end, a second 
v(Hce is heard asking who we are, as though we bad not 
already carefully explained both our name and the object 
of our call. This is so common that I learn to expect it. 
Another source of frequent inconvenience is the fact that a 
number of different concerns use the same telephone number, 

> Tbe following extract ia Uom Tie Eeanomitl of April a, 1808 : 
" The BimmeriiiR diBooiiteiit at tlie cootlineas and iamaiaoej of the Mrrira 
pioTided by the National TelqituMie Companv, which bM been practically 
coinddeut with the existmoe of the imdertaiing, has lately beconie nune 
ptaaoanced." In the same iasua Tht Etonomitt ipoke of " tbe deantea* 
and admitted unpopularity of the aerTice." 

A^ain in igo8 the Timet contained letters from anbactiber* bittcily ccm- 
plaining of inattention and exactions. The company service waa a f^i'tai , 
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so that when we ring up one of them we have to be privately 
connected through an imperfectly cq>eFated domestic switch- 
board. On many occasions I have had much valuable time 
wasted by errors arising front performances of this kind. 
I dwell upon this point because it illustrates much more 
than telephone work. There is an amazing lack of scien- 
tific method in the conduct of the majority of British 
business firms, not a few of whom unfortunately despise 
method as unworthy of "practical men." In Government 
establishments one has rarely such difficulties with tele- 
phones. 

The National Telephone Ccunpany, when it knew that 
decisicHi had been made to buy it out, allowed its plant to 
run down, and it was a deteriorated system which the Post 
Office took over in 1912. As the war began on August 4, 
1914, the officials had (me year and seven months in whidi 
to improve the property. In that time they effected great 
reforms, including the complete renewal of the plant of some 
exchanges. The war arrested the Post Office work, and 
»nce the Armistice manufacturers have been unable, as I 
have said, to deliver material. Hence the dissatisfaction of 
the officials with the result of a system which, although an 
improvement upon the private undertaking, is far below 
their ideal. The automatic telephone has been introduced, 
in spite of the difficulties of the situation, in some towns, 
and before long will be in universal use. On the technical 
side it is merely ridiculous to abuse the Post Office, for its 
work is famous throughout the world and respected and 
admired by everyone whose c^inion is worth having.* Tlie 
value of the criticisms that have been printed by those who 
seek in the telephones a weapon with which to assail the 
principle of nationalization, may be gathered from the fact 
that in a recent series of Press articles fiercely attacking 
telephone nationalization, the cases of several countries were 
adduced by way of reproach to the British system, as to 
which the writer of the articles was ignorant that they were 
nationalized systems. One of them was Sweden, which, 
under public administration, has what is probably the best 

■ The Ute beul of the Britiih mephone wrrioe. Sir WilUuii Slingo, haf 
juat been to America in an ffivitary edacity. 
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telephone service in the world.' It is sometimes said that 
the fact that the telephone is more in use in America under 
private ownership than in England under public ownership 
is a proof of the superiority of private enterprise. As well 
might it be adduced that there are more motcH'Kars in use 
in America than in England, as having relevance to the 
principle of nationalization. The fact is that British business 
men are not sufficiently alive to the value of the telephone, 
as they are in other countries. In Sweden, for ecample, 
there are more than three times as many telephones as here, 
in proportion to population.' 

To name Sweden eis a reproach to telephone naticmaliza- 
tion reminds one of an amusing incident which occurred at 
the Coal Commission. The official witness of the Birming- 
ham Chamber of Commerce gave evidence against naticHi- 
alizati<Hi, and put in as one of his reasons that the American 

' The Landcm Evtning Ntvii tecenUj coDdocted > kmg uid vigoratu 
CMnpai^n ftgAiiMt the British telephone ijitem, in which it aUcsed tlwt the 
Stkte kiUed the telmlioneg. In the conne of iti arsament it pristed tlie 
loUowing on September 34, 1919 : " la Stodcholm, wheie the tdeplioiM hu 
been brought to a. high pitch of perfection, blocki of worhmeD's tnoienti 
kre a* often sopplied with a. call-box ■■ aimilai buildings in thla coontr; 
ate supplied with a gas meter. The leiTlce in Sweden in town* with nndet 
a quarter of a millioD tnhabitantx uaed to cost £a loa. (measage rate) and 
onlj £^ loa- (unlimited)." It is clear that the Evining Nevt is not swan 
that the Swedish telephone system, which it very properly ptaiaes, haa, like 
the Swedish railways, been brought to its present pitch at perfectiosi — 
perhaps the highest in the world — by DAtiooal ownership. 

The same critic thought to discredit the London telephoiM aervice by 
arranging with a large number of firms to take note, on a certain day. Of 
telephone faults. The result was a disappointmat ; the nia}oiity t£ the 
reports were a tribute to the service; This the Evtuing Newt mdi ea vonred 
to explain away bj suggesting that the cfficials had heard d its little adusne 
and passed round the word to give special serrics on the day in qnestian t 
A pretty illustration of the kind of justice meted out to public serTanta. 

' It is amusing to observe that the American telephone servioe, whidi 
is so much praised here by those who desire to decry nationaltftioo, is the 
subject of fierce criticism in the American Press. In the Timtt of Fibmazj 
>3i 19S0, its New York correspondent wrote : 

" Only this week a disastrous fire occurred in the mettopolis, in -mbiA 
a lady and two children were burned to death, owing to the fact, it is 
alleged, that nobody was able to ^ive the alarm through the tdqjfaooe, 
though several neighbours vainly tried for twenty minutes to ooonect with 
the nt« brigade." 

I observe, too, that ia the March, )oao, issue of the SulUlin of the New 
Vork State Industrial Commission, "the inadeqoate and Ineffictent service 
which the public haa beoi receiving in the last few months " is admitted and 
ei^ined by the cf>eratora having to deal with too modi traffic It is 
difficult to explain the American ineSciencr by war reasons, for, of ocmse, 
America was (or practical purpooea untonched by the war, laain{ vny few 
men and gaining enormously in productive powtt. 
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Post Office did certain things which ours did not do. He 
had to be temtnded that the American Post Office was also 
a nationalized institution, and that it was therefore a case 
of one national service improving upon another. A quite 
typical example, this, of the value of the arguments which 
are used against public ownership. 

The statement has been widely circulated that the Post 
Office made a loss on the telephones, where the joint stock 
cx)mpany made a profit. As a matter of fact, putting aside 
the abnormal influence of the war, the Post Office succeeded 
in making the telephones "pay," even while greatly increas- 
ing the remuneration and conditions of service of the staff 
which it took over from the National Telephone Company. 
In the last pre-war year (the twelve months ended March, 
1914), the profits amounted to 4.29 per cent, upon the capital 
employed, while the difference in pay between the public 
and private services amounted to an additional 3 per 
cent.* 

In 1919 there was a loss, after providing for interest and 



St»f trantltTTtd from ikt Natiinial TtUfione Camfany. 
Cost o( improvements of pay and conditions £ 

- .58/ 



Coat of imprOTCDient of peniions .. 



. a43.S°° 
jf 401,500 



Pail Ofui Slaf 
Amount included In account fot pay and oon- 
ditiona of atrnce in ezceas of those paid 
by the ccmpany 



in excess of tbose pAid by the compaiiy .. 

Add 

Amount available foi dividead shown in U 



: 14,400 

fiS'.Soo 

930,944 
1.582,444 



Bnt if tbe whcde telephoae service had been 
in the banda of a company the royalty 
payable would have been 

tieaTing availatte for dividend 



Dividend 
perccotage on 

•9 4.S9 per cent. 
= 7.a9 pet ceM. 
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sinking fund, because, in spite of the great growth of prices 
generally, the subscription was not increased ; again a striking 
contrast with commercial profiteering. 

Ail through the war the only additional charges made for 
the telephone were those recwnmended by the Committee 
on Retrenchment of 1915. They were : 

(i). The unlimited rate was raised in L.ondon by jf 3, 
and in the provinces by jf 2 or 30s. 

(2). The call office fees were raised by id. 
(3). The trunk fees were raised by 33 per cent. 

The ordinary subscription rates were n<M raised at all. 
It has now (1920) become obviously necessary to increase 
the charges, but they will remain actually low. It is a 
most remarkable and significant contrast with the general rise 
in prices. Moreover, the new rates will be hammered out by 
public inquiry, with all the cards on the table. 

In view of these facts the weakness di the case against 
nationalized industry may be gauged, for, upon curiously 
imperfect information, the telephone service has been the 
main adverse illustration advanced by the opponents of public 
ownership of the coal industry. For that reason it has been 
dealt with here. It is only necessary to add that when the 
Post Office schemes of improvement become posable through 
the supply of material (which, unfortunately, the State is not 
making for itself, as it might have done, in national factcwies 
since the Armisdce) the British national teiephcme system 
will rank with the national system £& Sweden as a model 
of industrial efficiency. 



§ 4 : The March of Nationalization 

Throughout the world, as I have indicated, the nationaliza- 
tion and municipalization of industries has proceeded in 
recent years at an ever accelerating pace. It is not within 
the scope of this volume to treat of all that has been dcme, 
but, generally, there are few civilized countries in which the 
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principle of public ownership has not proceeded much further 
than in Britain.' 

We, in common with individualistic France, had to 
pay very heavily in the war for the outstanding fact 
that in Germany national and municipal collectivism and 
co-operative effort generally had been applied to redeem a 
nation which was in exceeding poverty in quite recent times, 
to build industries; to create a splendid system of efficient 
transport by railway and canal ; to cancel natural geographical 
disabilities; and to furnish splendid State and civic revenues. 
'When the Franco-German war broke out the populaticHis 
of France and Germany were of the same order of magni- 
tude, that of France being 36,000,000 and that of Germany 
being 41,000,000. In 1914 the German p(^ulati(Hi had in- 
creased to 67,000,000, while that of Fran(x was no more 
than 40,000,000. The extraordinary growth of German 
eoHiomic power in the interim was the result of practising 
a national economic policy. It will not do to attribute the 
difference to fiscal "Protection," for that was practised in 
both countries, and France was more Protectionist than 
Germany. Nor will it suffice to attribute this striking dis- 
parity to the transfer of Alsace-Lorraine. The truth is that 
the German economy was nurtured and cherished by co- 
operation, whereas that of France was resigned with an 
extraordinary completeness to "private enterprise." As to 
the effect uptm State revenues, Germany derived her great 
power from the fact that her collectivism yielded not only 
health and wealth, but a magnificent contributrcm to 
municipal and State exchequers. Thus, in Prus^ before 
the war nearly 50 per cent, of the expenditure of the State 
was furnished by the profits of the railways and other 
Socialistic undertakings.* As with the German States, so 

* Fm an illaminatiiia; account of the prasraw tt natJoiudlMtioa, tee 
" Tbo State in BnsincM," by Mi. Emit Daviea, which ahom how, in variona 
part* xA the woild, lb* Slate or citv i* the ancceasfnl ownn of land, honMi, 
transport lyateau, foietti, mines, food factoriei, librariet, banki, Insnrancf 
offices, tobacco factoilea, light and powai plaats, warehoiuca, maikcts, 
abanoiTi, bathi, spa*, hotel*, theatre*, etc, and in almoat ersiy com with 
mazfced snccass. See also the same aathoi's " Case for Nationamation." 

' The foUowiog is from the Blue Book, Cd. 4750 : " To make any profit- 
able compaitwMt c^ direct taxation in England and German; it is nneetinry 
to take tnlo consideration ia the case of the Utter not merelj Iba Imperial 
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with the German cities, which were wisely allowed to beanne 
little republics instead of being domineered over by central 
authority, as local authorities are in this country. Cologne, 
for example, is the greatest trader in CoI<^ne, with results 
which have considerably astonished British soldiers who 
have been quartered in that city. And, as it is hardly neces- 
sary to add, the German State and city Socialist revenues 
were obtained without cost to the OHnmunity, because so 
great are the economies of public enterprise that they at raice 
admit of lower charges to the public and of profit to the State 
or civic exchequer. 

Nor is it true, as is so often said, that the German 
lest individuality in achievement by reason of his collec- 
tivism. Those who toc^ the trouble to examine German 
instituticms before the war and to ctnnpare them with our own 
could not fail to be struck with the fact that individuality 
was cherished, and not suppressed, by co-<^>eration. For 
example, while we bred Bumble, Germany bred the Elberfeld 
system of poor relief. 

Just before the war I saw at Colc^e a wonderful ex- 
hibition devoted to the applicati<Hi of science and art to 
industry. Individuality ran riot in the exhibits. They 
ranged frcun the beautiful and serene to the ugly and re- 
pulsive, but they were all alike remarkable for originality 
of conception and the striking of new ideas in form and 
colour. I felt, and others who were with me felt, that we 
could not in England produce such a show. It would be 
a thousand pities if, as a result of the war, we grew to de^se 
that which was admirable in German development. It would 
also be very unfortunate if we nourished the delu^on that 
Germany was only successful in war industries. Germany 
was equally successful, to name a few examples out of many, 
in producing steel, toys, leather, glass, artificial »lk, piano- 
fortes, birds, chemicals and drugs, and some of these things 
have no connexion whatever with war or the prospect of 
war. 

taxea, tml «lfo the taxes levied b; the Federal Statee. It is alao impcHtant 
to [emamber that a lai^e portiiHi of the State's espenditnie — in Fioni* aa 
much af 47 per ceot — m coverei] b]' the profit! of railway! and indoMiia] 
undertakings, the State being thai enalded, frt tamto, to diapenaa with 
taxation." , 
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It should also be observed that collective effort has been 
successful under every conceivable sort of Government. If 
it is imagined that nationalization can only succeed under 
the kind of government which obtained in Gennany, then 
we may refer to Switzerland, or to Sweden, or to the 
Britains in the South Seas,' for striking illustrations of 
the success of national economic policy under democratic 
institutions. 

In our own country we may take the example of a modem 
industry of rapid development — electricity. It is a pn^wr 
subject of national and not of municipal effort, but as it 
happens we possess many examples of both municipal and 
private enterprise as applied to electric lighting and power. 
Before the Coat Industry Commission it was shown in 
evidence * that a comparison of the results of our municipal 
electrical enterprises with those run by private companies 
was entirely in favour of the former. 

As to capital, the private companies had expended ^^79.3 
per kilowatt, whereas the local authorities had spent only 
£S2A, a difference of 50.7 per cent, in favour of public 
control. 

As to wwking expenditure, the average co&. to the 
private companies throughout the kingdom was i.7d. 
per unit, whereas the local authM'ities' price was o.77d. per 
unit. 

As to "officials," the private ccmipanies spent 0.223d. per 
unit, whereas the local authorities spent only o.i3Sd., which 
illustrates the fact that private officialdom is much mwe 
expensive than public officialdom. 

As to depreciation, the companies set apart 1.78 per cent., 
whereas the local authorities provided 3.28 per cent. 

■ The sncceia of the nation*! lAilwkjs and othec public voiks in Austral- 
asia ha> been indiBputable. Since 191J & Socialist Government in Qoeena- 
tand has ajmlied nationaliiatian to meat shopi, saw mills, coal mines, ranches, 
railway r«n*ihineiit lootni, fish lupplies, etc, and had not only made at 
June, 1918, the substantial net profit of about ^170,000, but, what is far 
more important, had favourably affected prices and labour conditions by 
doing so. The Queen^and railways are national, like thine of all the other 
Slates of Australia. In New South Wales a Government has just been 
rolurned to power pledged to carry out an advanced programme of Nation^- 

' Coal Industry Commission Evidence, Vol. II, page 1,106. 
'75 



DigizedtyGOOgle 



The Triumph of Nationalization 

As to interest and dividends, the companies required 5.51 
per cent, and the local authorities 3 per cent. 

Finally, as to the prices charged, the companies' average 
price per electrical unit was 3.392d. per unit, whereas the 
local authorities' price averaged 1.493d. per unit, being 60.3 
per cent, in favour <A. public control. 

It is not difiBcult to explain these differences; the ex- 
planation is the case for Nationalization. Electrical com- 
panies are loaded with all sorts of wasteful capital charges, 
promotion moneys, and so forth. Often part <A the capital 
is put up by electrical manufacturers on the understanding 
that they supply their own goods to the undertaking. In 
one such case I was told of a lamentably defective switch- 
board which had to be scrapped and replaced by something 
better; but when the switchboard was scrapped the corre- 
sponding capital was not scrapped; interest has still to be 
found on it. And in the general economy of electrical 
undertakings public authorities have the overwhelming 
advantage that their servants work for the public interest 
and not to make the quickest possible gain for share- 
holders. 

How public control of electricity works to the public 
advantage may be illustrated by the records of the Pedlar 
municipal undertaking. In 1903-4 the prcqxtrtion of energy 
sold by the municipality for power purposes was 37 per cent., 
which was sold at an average price of I.7i6d. per unit. The 
management realized that this chaise, although a shade lower 
than other undertakings in London, was prohibitive for lai^e 
consumers, and they accordingly reduced the maximum price 
by 35 per cent., and instituted a scale of charges according 
to the load factor of the consumer. This enlightened policy 
had such a favourable effect upon the load factor that the 
proportion of energy sold for power purposes rose to 83.5 
per cent., which was sold at an average price of o.64d. per 
unit. This was the result of seeking not profit but the public 
good. 

We need not wonder if the public servant who did 

this excellent work in Poplar is an enthusiastic advocate of 

the nationalization of coal mines and power generally 

throughout the United KingdcHn. It is only one case of 
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thcMisands that might be given to illustrate the essential prant 
that the manager of a publicly owned undertaking is able 
to make proper use of his brains because he can exercise 
them without the restraint of dummy directors demanding 
dividends, and with the sole object of improving the under- 
taking entrusted to his charge. We have to rid the individual 
of unworthy work if we are to set free the better parts of 
him, and cmly collectivism can do that. 
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CHAPTER X 

THE BUSINESS MAN AND THE OFFICIAL 
§ I : Adam Smith on Official Negligence and Profusion 

ADAM SMITH, in his famous "Wealth of Nations," 
l\ which was written in 1776, had a good deal to say 
"^ *• about oificials, and he expressed his c^inicm of them in 
sufficiently strong terms. His account of the methods of 
the joint stock company is worth reproduction in these days, 
when ]<Mnt stock company enterprise is in charge of nearly 
the whole of our industrial undertakings : — 

"The trade of a joint stock company is always managed 
by a court of directors. This court, indeed, is frequently 
subject, in many re^)ects, to the control of a general court 
of proprietors. But the greater part of these proprietors 
seldom pretend to understand anything of the business ot 
the company ; and when the spirit of faction happens not to 
prevail among them, give themselves no trouble about it, but 
receive contentedly such half-yearly or yearly dividend as 
the directors think proper to make to them. , . . The direc- 
tors of such cfMnpanies, however, being the managers rather 
of other people's money than of their own, it cannot well 
be expected that they should watch over it with the same 
anxious vigilance with which the partners in a private 
copartnery frequently watch over their own. . . . N^ligence 
and profusion, therefore, must always prevail more or less 
in the management of the affairs of such a company." 

From which he readily passed to the general verdict that 
"the only trades which it seems possible for a joint stock 
company to carry on successfully, without an exclusive 
privilege, are those of which all the operations are capable 
of being reduced to what is called a routine, or to such a 
uniformity of method as admits of little or no variation." 
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Thus the managers of company undertakings aH>eared 
to Adam Smith in the light of officials who^ charged with 
the care of the prt^terty of a body of shareholders, would 
almost certainly waste their substance and be n^ligent of 
their interests. Most unkindest cut of all, he was amvinced 
that companies could not succeed in the conduct of more than 
routine businesses unless granted monopoly privileges. 

We shall do well to examine these words carefully, and 
to ask ourselves how far the judgment of Adam Smith has 
been justified by five generati<Mis of practical development of 
the joint stock principle. Have the officials of public com- 
panies wasted capital, and if so, to what extent ? Have they 
been proved to lack the enterprise, initiative and ability 
attributed to individuals trading for gain on their own 
account? 



§ 3 : Growth op Joint Stoce Enterprisb 

Whatever its inherent disabilities, the joint stock system 
has greatly grown. According to the latest available in- 
formation, that for the fiscal year 1914^15 (the twelve months 
ended March, 1915), the prt^ts made in business in that year 
were as follows : — 

Ptoiits of Persons, Firms and Public Companies in 1914-15. 

Numbtr ProfUt 

Persooa (excludiii|r empk>yees) 510,864 i3i,ooo,ocx> 

Firms ,, 60,048 93,000,000 

Persona and firms together 334,000,000 

Public companies 53*845 389,000,000 



T<^al{iocoine of all emfdoyees excluded) ;£6i3,ooo,ooo 

We see that, despite Adam Smith's verdict, public com- 
panies have so far won the day as against individual traders. 
The private firms and persons trading just before the war 
were many in number, but their total profits amounted to 
;£ 324,000,000, against the j^389,ooo,ooo of the public com- 
panies. Nearly two-thirds of the whole body of trading profit 
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accrued to the public companies. But this does not 
sufficiently express the preponderance of joiiit sbick enter- 
prise in industrial operations, for under the headings 
"PerscMis " and "Firms " there are many professional men, 
stockbrc^rs, merchants, agents, rrtailers, and others not 
carrying on* industrial woric. In the industrial field premier 
public companies have now an overwhelming supremacy. 
It follows, therefore, that part of Adam Smith's verdict 
goes by the board, for industrial "success," in the sense in 
which that term was interpreted by Adam Smith, has been 
undoubtedly recorded by a large number of joint stodc 
concerns^ 

On the other hand, "diligence and prof usi<xi " have 
very plainly appeared in the history of joint stock enterprise. 
If we examine the record of the companies registered 
under the Companies Act, passed in 1863, fifty-et^t years 
ag<^ we find that 163,729 companies were r^stered down 
to the end of 1917, with a total n<Mninal share capital of 
j^ 1 16,000,000. According to the Board of Trade lecwd,' 
there remained in existence on April 30, 1918, <wly 66,456 
companies, with a paid-up capital <A. no more than 
;f 2,730,000,000. Thus between 1862 and 1917, 97,273 joint 
stock companies disappeared, and of the 66,456 remaining 
many, it is clear from the income tax returns, are unprint- 
able. As to the joint stock capital which disappeared in the 
period, this amounted to a figtire which cannot be precisely 
estimated, but must, from the facts stated, amount to 
thousands of millions of pounds. In too many cases the 
subscriptions of confiding, if hungry, investors have been 
dissipated by company promoters and by the public company 
officials of whom Adam Smith entertained so pom an c^tnitMi. 
Our sorrow for the disappointed investors is, however, 
mitigated by the not unimportant consideration that the 
motives which actuated them in searching Ux dividends were 
precisely those which moved to enterprising actitm the com- 
pany promoters and company directors who were n^igent 
and profuse with other people's money. 

In this connexion, as we have already seen (page 157), 
the post-war company promotions have not been of a kind 
* CorapuiiB*, Tweaty-Semilh General Aiuuial Report, 1918. 
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calculated to apply British resources to the proper develc^ 
ment of scientific industry; they have been sufficiently 
characterized in the weighty observations of the Chancellor 
of the Exchequer. 



§ 3 ; The Company Officials' Success 

Nevertheless, the joint stock method undoubtedly secured 
a larger, if inadequate, exploitation of the inventors' ideas 
than would have occurred without it. Adam Smith wrote 
only twenty-six years after iron bad been first smelted with 
coal, and he could have no conception of the scientific de- 
velc^ments that were to follow.* The discoveries and in- 
ventions of the scientists made it necessary to employ lai^r 
masses of capital than could, as a rule, be furnished by 
individuals or small partnerships; moreover, it is unreason- 
able to expect an individual to risk the whole, or the greater 
part, of his means in testing in a commercial market the value 
of a new invention. Therefore, within the limits of a»n- 
mercialism, joint stock enterprise assisted society to the use 
of inventions. The Government could have played the part 
of exploiter <A inventions if it had cared to do so. But, 
unfortunately, it took up the attitude of Udsses faire even 
in regard to such an invention as the railway, which was 
nationally exploited in so many other countries. 

We may, perhaps, fairly sum up the method of joint 
stock explcMtation of ideas by saying that in default of public 
action it was the only possible alternative, if an exceedingly 
wasteful one. We had either to submit to the rule of joint 
stock <^cials or to go without the exploitation of ideas. 

It is also true that in any form of government, whether 
by private or public powers, men of pronounced individuality 
and worth come to the top in a certain proportion of cases. 
A dei^kotic government is not an admirable ideal, but oa:a- 

e thsm tir«aty-*ix years lamored from sdentific diacoTeiiet which 
would enable mankind to change entirety the conditions of induatry : Init aee 
Chaptttr XIV. 
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si(»ially despotic government throws up a roost admirable 
and benevolent despot who, within the limits of his power, 
works good for his country. Thus also with joint stock 
enterprises. It would be unfair not to recognize that here 
and there the joint stock principle gives opportunity to a 
man of parts, who wields the power of the company with a 
certain pride of achievement and public spirit, and who is 
in a marked degree superior to the average sharehtrider whose 
interests are entrusted to him. 

On the other hand, joint stock companies are not rarely 
worked with nepotism and jobbery. 

The limited liability system has also, in some cases, pro- 
moted the working of industry <mi a large scale. Individuals 
working businesses are not so easily combined with each 
other as are j(Mnt stock companies. Amalgamaticms in the 
OHUpany 6eld have, therefore, promoted the growth of big 
businesses. When, by the capital amalgamation of all or 
most of the joint stock enterprises in an industry, there is 
formed a complete or quasi monopoly, we have the demon- 
stration of officials managing what is, for practical purposes, 
an industrial Department of State, the capital of which is 
owned, not by the State, but by some tens of thousands of 
shareholders scattered up and down the country, many fA 
whom have never seen the operations which give them their 
dividends. 



§ 4 : Under Which Officials ? 

Thus the chtMce is no longer as to whether the nation's 
industries are to be conducted by individual business men 
or by "officials." For good or ill, the choice has been already 
made. The officials have arrived and cannot be displaced. 
The conditions of privately owned industry are such that 
the risks of capital, as we have seen, must be pooled, and 
only by such pooling can industry continue as a matter erf 
private ownership. The private owners elect officials, or 
think that they do, and th<»e officials govern industry, and 
govern also the working lives erf the units of industry. The 
nation's choice is thus between : 
i8s 
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(i) Consenting to be governed by officials responsible 
not to the nation but to scattered units of the nation, and 

(2) Choosing officials, selected by some democratic pro- 
cess, responsible to the nation or to some local authority 
or industrial authority erected or sanctioned by the nation. 

\i we now read again the words of Adam Smith which 
are quoted at the beginning of this chapter, we realize that 
what is currently said in (^position to Nationalization is 
precisely what the author of the " Wealth of Nations " said 
against joint stock companies. How often we hear it de- 
clared that the State can only successfully conduct routine 
businesses by virtue of monc^x>ly powers. How frequently 
it is declared that if industry were committed to the charge 
of public officials "negligence and profusion " would prevail. 

Most clearly it is true that in any collectivist enterprise, 
whether that of a joint stock company, or of a municipality, 
or of the State, the responsible managers are not dealing 
with what is entirely their own property. Who can allege, 
however, that there cdsts in the national or municipal enter- 
prises, either of our own country, or of the States of Germany, 
or of the democratic Commonwealths of the British Empire, 
the degree of wastefulness which has obtained in applying 
the limited liability principle to the development of work? 
The fact is that the errors, the negligences, and the grave 
losses of company officials rarely excite public criticism. 
They waste national resources, but the critics quite falsely 
treat them as the concern only of their shareholders. It is 
forgotten that if a company promoter gets t<^ether a mass 
of capital, subscribed by fifty thousand people, and after 
pocketing a large proportion of it as profit, and squandering 
much more of it in promotion expenses and advertising, 
hands over the balance to be dealt with by irresponsible 
directors, each of whom has his energies engaged in perhaps 
fifteen to twenty other undertakings, with the result that the 
concern comes to ruin, that that is a loss to the nation just as 
real as if the State had raised the same amount of money by 
taxation or by loan and had squandered it in similar fashion. 
Now and then, it is true, some private financial scandal of 
gigantic dimensions attracts public attention, but for the 
most part such injury to the public welfare goes unnoticed 
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and almost unrecorded. On the other hand, a public under- 
taking has prt^rly to bear the brunt of keen public criticism. 
The State itself, or the municipality itself, as we have seen 
(p. 60), publishes the criticisms of its own official, appointed 
for the special purpose of detecting irr^^larities of expendi- 
ture. The public and the Press are thus aided in the divina- 
tion of waste. Even in war, to say nothing of peace, this 
process <A State self-criticism proceeds, with the greatest 
advantage to the public. How different the case of the 
limited liability company. As Adam Smith so well put it : 
" The greater part of the prcqjrietors seldom pretend to 
understand anything of the business of the company, and 
. . . give themselves no trouble about it, but receive con- 
tentedly such half-yearly or yearly dividend as the directors 
think proper to make to them." The shareholders of the 
concern, or the naticHi whose economic interests are also 
resigned to the company officials, have no Accountant-General 
to report to them the extravagances and mistakes which oocar 
in the management of the prc^rty. Let the record (rf that 
particularly scandalous waste of the chief national asset in 
a Staffordshire coal field, which appears elsewhere in these 
pages, be read in this connexion ; the exaggerated nature <A. 
this specific instance has brought it to light,* but it is typical 
of tens of thousands of cases of which the public never bear, 
connected with every sort and kind of business and industry. 
Thus the alternative between the company official and the 
public official may be stated in another way — as a choice 
between an irresponsible manager uncurbed by criticism and 
a re^XMisible manager subjected to free criticism. 

We shall have occasi<Hi to return to the point hereafter, 
but it may be well to say at once that in sp^ildng of public 
officials I am not neglectful of Industrial Democracy; the 
observations made have relevance to any form oi co-operative 
or collective enterprise, whether it be the mere co^^ratitm 
of shareholders combining for individual gain, or State 
collectivism, or the cooperation of actual workers for pro- 
ductive purposes; every sort and kind of co-operative under- 
taking must, by some process at other, arrive at respon^ble 
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managers entrusted with duties and responsibilities, and such 
persons are "officials," by whatever other name they are 
called. 



I 5 : Of TftE COHPEHDICE OF PUBLIC AND PRIVATE OFFICIALS 

Enough has been written to exhibit the hollowness of what 
is so often said by way of contrasting "business men " with 
officials. I^t us now proceed to consider whether, in 
practice, a national or municipal undertaking is less likely 
than a private undertaking to obtain the services of first-class 
men. An examination of State and municipal undertakings 
throughout the world shows that the standard of competence 
of their managers is exceedingly high, and that in all coun- 
tries they are held in great esteem. Whether it be the profes- 
^onal permanent town manager or burgermeister of a German 
city, or the bead of an Australian State railway, or the chief 
of a British municipal electrical undertaking, or the organizer 
of such a colossal State enterprise as that carried out by 
America at Panama, the public servant invariably takes a 
pride in the efficiency and success of his work, which, in the 
nature of the caat, cannot be felt by the head of a privately 
owned undertaking, however great it may be in the scale 
of such undertakings. It is sometimes said that the 
nature of the institution counts for less in this matter of 
efficiency than the personal qualities and training of those 
who officer the institution.* It is quite true that the individual 
and his training counts, and will always count, in any form of 
society, and that the talented individual often rises superior 

' Tbn* Mr. iKwjtaj, in hia (aggMtive book, " TIm SlcfcoMB ct «n 
AcqnisitiTe Society," ujg (p. 60) : 

'' So tlioM who deiiie to »ii»jiit«iw the ijstcm imdei which iudoMijr ie 
carried aa. Dot as a prafeiaioii taring the pablic, but for the adrantage of 
ahaieholderi, attack uationaUiation on the giound that State managcdwat 
ia necetsari^ inefficient, and tremble with appiebeniimi whetwrer Ibey poet 
. I.. — J- ^ letter-box; and thoM who deoire to chaise it t^v that State 



though either private or public admintitratiai had certain peculiar and 
unaltarable characterittics, instead of d^cnding for ita quality, like an army 
or railway company or Khool, and all other nndertakinga, pnbUc and private 
alike, not on whether those who condnct it are private official! 01 State 
officialg, bnt aa whether tbey are properly trained for their work and can 
command the goodwiU and confidence of their lobordinatea." 
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to circumstance, but there is good ground for believing that 
the circumstances of public duty and public responsibility are 
such as to call out of individuals all that is best in them, 
whereas the many-sided thing we call a man will xeacX ua- 
favourably to the conditions of private ownership. I say 
this as one who has lost no opportunity of observing public 
and private work in actual operation. I have again and 
again met publicly employed architects, engineers and 
managers who entertain such a pride in their work as it 
has rarely been my lot to encounter in the managers of 
privately owned undertakings. Indeed, in how many cases 
the private undertaking is a thing in which no man could 
take pride; a factory where one is warned to be careful in 
passing thrcKigh the narrow spaces between the machines 
and the walls ; a mill where that cheap and useful thing called 
light is largely excluded; a cramped shipyard where the 
men are endangered by lack of spates; a mine where the 
winding gear is ancient and creaky; a row of bouses which 
mock every canon of architecture. A nation is compounded 
of all sorts and conditions of men and women, some of whom 
are gifted and some of whom are not.* It is a profound 
error to suppose that any kind of institution, whether naticHial 
or sectional, publicly owned or privately owned, can be 
wholly composed of clever or very clever people. The nation 
as a whole has got to live, the nation as a wta<de has got to 
work, the nation as a whole has got to maintain both the 
clever and the stupid. All <^ these have got to find their 
place somewhere in the national economy. The true question 
for settlement in this connexicm is, What systSim will make 
the best of all the compcHients of the nation, whatever their 
natural ability ? The answer which is here suggested to that 
question is that nothing short of the inculcation of a public 
sense of duty can make the best of a man as a social wganism, 
and that when a man is entrusted with respcmsibility he 
rarely fails to rise to it within the limits of his capacity. 



' Thus we are sometimes told that a private concern can dismiss ino 
pelents, whereas a public one is compelled to retain them. Then what 



pelents, whereas a public one is compelled to retain them. Then wbat 
may be asked, becomes of the digmtMed incompetents? Clearly the ual 
has to keep tbem, for they ate not killed oS. As devei people are not very 
~ bow are private conceins staffed if they employ none but Ibe 
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We sometimes bear uttered the principle, or denial of 
principle, that, to deal with things as they are, the State could 
not obtain the services in peace of the men who served it 
ill or well in the war. It is, perhaps, hardly worth while to 
deal with this assertion, but it is not infrequently made. If 
there were really any truth in it, then indeed there is no 
hope for society under any form of organization that can 
be devised or under any lack of organization that can be 
imagined. If it is contended that men of quality and dis- 
tinction, -who sell their services to a body of shareholders 
for a certain remuneration, will not accept service if it is 
offered them at the hands of the community, then society 
is not worth working for, and it is grotesque to waste 
time upon considering its affairs. Happily there is nothing 
in the record of men of any age, ancient or modem, to show 
that there is any reason to doubt that men will serve the 
State faithfully. Indeed, the darkest pages of commercialism 
itself have been brightened by the records of business men 
whose hands were never subdued to the colour they 
worked in. Robert Owen was a "business man," if an 
exceptional one. 



§ 6 : The Officers of National War Organization 

The great national oi^anization accomplished in the war 
was the work of a combination of Civil Servants and business 
men of high standing; the latter were mostly drawn from 
successful examples of the conduct of industry by joint stock 
ccMnpany officials. In not a few cases men of quite another 
scMt were called in aid — scientists who, as professors in public 
instituttcMis, had never taken part in administration as either 
public or private <^ctals. The fine material of the Civil 
Service was thus diluted by temporary Civil Servants, both 
in matters of management and of routine. The expansion 
had to be made with great rapidity, and in the circumstances 
the results can only be regarded as extraordinarily good. 
For the most part the permanent and the temporary Civil 
Servants settled down to work side by side, and grew to 
i8y 
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respect each other. In sata& instances the business men 
brought in gave a poor account oi themselves, but they all 
did their best, and it can be said with truth that the experi- 
ment proved how men of commercial outlook found it possible 
to assimilate public spirit and to act from a nati<Hial point 
of view. It is impossible to pay too high a tribute to scHne 
of the industrial captains who played a part in the various 
ministries of production and supply. In not a few cases they 
had to carry out, or even to devise, plans which struck at 
the normal conditions <A the trades in which they were 
engaged. Thus, at the Ministry of Shipping, leading ship- 
owners carried out in detail the plans by which their own 
lines were bn^cen up, itx the good <rf the State, with oo 
guarantee that their normal conditicm would ever be restored. 
Of course, there were failures, and some OMispicuous ones, 
amongst the business men or company ofScials who were 
called in. This should not surprise us. For one thing the 
average business man finds it very difficult to get out of the 
groove in which he has been accustomed to work. There is 
really nothing, for example, in the wholesale or retail selling 
of food, or in trafficking in ore, or in manufacturing that 
crude chemical compound which we call soap, to fit a man to 
help his country tn time oi war; oo the contrary, when war 
comes its exigencies are only too likely to make it necessary 
to do things which are opposed to trade interest, which is so 
far from national interest. Again, as is sometimes forgotten, 
success in business is, as often as not, achieved through 
sheer good luck. Commerce is a thing vA many unnecessary 
complications, and it is obvious that in its rough and tumble 
a man here and there, not necessarily of any great parts, 
must from time to time emeige in a fortunate positicm.' This 
is the explanation of how It is that some men of fortune seem 
and are so extraordinarily incompetent in affairs. Taken 
out of their little groove they are useless. Not a few of 

' Mts. Asquith, in hei " Autobiogiaphy," is an niisp«rii)g critic <rf the 
tnuiness man. Of her father she wiitei : " Althongh he was a buainesi 
man, he had a wide undeittanding and considerable elastidtj." She adds: 
" Intdlectual men seldom make fortunes, and buainesi mao are seldoaa 
inteUectuaL" Of monej-making she wiitea : " It has been and will lonain 
• puzde over whicli inteltectnal men are perpetually if not pemunentlj 
groping ; ' How comes it that Ui. Smith or Brown made such « *«*t 
lornme? ' " 
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the rich business men who seek amusement or dignity in 
their l^er days by going to the House of Commons exhibit 
themselves as men of little judgment or capacity. They dis- 
tinguish themselves neither in debate nor in Committee; 
neither in suggestion nor in counsel. During the war Govern- 
ment Departments again and again called together groups of 
leading business men in different trades ; very little came of 
many of these meetings. Sometimes the suggestions made 
were merely ludicrous, as, for example, that of a leading ship- 
owner who insisted that the only way to save the nation from 
the submarines was to give the merchant skippers freedom 
to steer any course they liked withfHit Admiralty advice or 
control ; perhaps it need hardly be added that this gentleman 
was a fierce critic of the Ministry of Shipping. 

Mr. Asquith <Hice made a diverting reference to the "busi- 
ness man " which may be recalled in this connexion. It was 
at a time when there was talk of the alleged advantages of a 
" business man Government." Mr. Asquith's comment on 
this suggestion was that he had been for a great part of his 
life engaged in getting business men out of their messes. 

Of the Civil Servants who had to undertake new and 
strange responsibilities (Hie cannot say too much by way of 
praise. The business men who worked with them would be 
the first to endorse what I have said, and in not a few cases 
were so struck with the great ability which they encountered 
in official quarters that they made handsome offers to them 
to leave the public service and to become officials of privately 
owned undertakings. In a few cases these offers were 
accepted; in more they were rejected. 

The case of the Ministry of Shipping may be adduced 
to show how Civil Servants and business men worked to- 
gether to great ends. The Shipping Controller himself was 
an eminent shipowner who won the OHifidence of all his 
subordinates. The Shipping Control Committee, which 
existed before the Ministry of Shipping was established, and 
ctHitinued after its formation as a sort of Shipping Con- 
troller's Cabinet, consisted of three other well-known ship- 
owners, and as ex-oflicio members, two Civil Servants, in 
the persons of the Secretary of the Ministry and of the 
Director of Transports, and the Parliamentary Secretary. 
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The chief administrative departments of the Ministry were 
thus divided between Civil Servants and business men : The 
Director of Transports, a Civil Servant; the DirectM' ^ 
Military Transport, a Civil Servant; the Director of Naval 
Transport, a Civil Servant; the Director of Requisitioning, 
a Civil Servant; the Director of the Liner Requisitioning, 
a shipowner; the Director of the Commercial Branch, a 
shipowner ; the bead of the Ship Management Branch, a ship- 
owner; the secretary and organizer (rf the Allied Maritime 
Transport Council, a Civil Servant; the head of the Convoy 
Branch, in liaison with the Admiralty, a shipbroker. There 
were other officers of importance, but these will suffice to illus- 
trate the nature of the combination of which I have spt^en. 
It was an administration which had almost daily to meet new 
and unprecedented situations, and to devise original methods 
of meeting them. 

Thus, also, with the Ministry of Food. The extraordinary 
success of Rationing, which seemed so formidable an <^>er»- 
tion before it was attempted, was due to the initiative and 
high capacity of a Civil Servant. Not a little of the success 
which attended the securing of supplies for our fighting forces 
and our civilian population we owed to Civil Servants, and 
again, as in the case of the Mini^ry of Shipping, the business 
men played a useful part. When it be(»me necessary to 
control trades or to devise machinery which wholly or partly 
superseded trade operatitHis, the various Ministries linked 
themselves up with Advisory Committees or associations of 
business men. It was unfortunate that, in not a few cases, 
business men who took no part in the national administration 
were found endeavouring to thwart, or criticizing unjustly, 
the labours of those who, inside Ministries, were organizing 
supplies. The contrasts which obtained were not so much 
due to difference in character as to difference in point of 
view. 

Lord Rbondda, who was a business man of exceptional 
qualifications, had the greatest admiration for the Civil Ser- 
vants of his Department and deplored the scarcity of them. 
Business men he could put his hands on in plenty, but, as has 
been indicated, they have their limitations, and he wanted 
m(He Civil Servants. He would have liked to borrow stMoe 
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of those who served us so well at the Ministry of Shipping, 
but we could not spare theni< 

Engaged as a temporary Civil Servant, sometimes for 
pay and sometimes as a volunteer, the bunness man came 
in many cases to see things from a national point of 
view, as a Civil Servant habitually sees them. Engaged in 
the operations of private trade, the same sort of man, 
oblivious to every consideration save his own trade interest, 
frequently assailed the man who was doing his duty. As 
for the "business man" in Parliament, the records of the 
Parliamentary debates will show what kind of war work some 
men thought it necessary to accomplish. The selected busi- 
ness men who worked in Government Departments were well 
above the average of their kind, and it is unfortunate that they 
had so often to deplore the attitude of their fellows outside.' 

What I have said elsewhere as to the conflict of public 
and private interest in the matter of the blockade ^ould 
also have attention in this connexion. No trade interest can 
be depended upon to serve the nation, either in time of 
peace or in time of war. When an individual member of a 
trade serves the public interest, either in peace or in war, 
he too often becomes a mark for the abuse of other members 
of his trade. 



§ 7 : Overlapping op National Departments 

A minor point which we hear of is the overlapping which 
sometimes occurs as between two or more Departments of 
State. It is right and proper that every case of overlapping 
should be severely criticized and brought to an end. What 
is surprising, however, is that it is not more generally 

' Tbe spirit wUch ■"'"■'■^ tome of these iadividtuJi may be illaBtrftted 
br an inadeat wliich occnned at the Ministiy of Shipping. One of the 
'' bmineu men " who visited the Department, not for the good of the State, 



knitting in tie fntlie timt. As a matter of fact, the girls bad a competition 
amongM tbemMlTca in knitting Kcks in tb«ir spare moments for out soldiers 
at the fiont, and what thay did was entirely creditable to than. The young 
people complained of— girh who had jtut left school— were a happy contrast 
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realized that overlapping is the commonplace of "business" 
and rare in Government Departments. When two Depart- 
ments of State simultaneously go into the market to buy a 
certain article they do that which is absurdly wrong. But 
consider ordinary business. There are fifteen hundred 
different colliery companies, and each of them overlaps with 
the others in buying materials, and many of them overlap 
each other in selling, to say nothing of the technical over- 
lapping which arises and which is ccmsidered in the following 
chapter. 

Take, again, the shipping ccunpanies. There are about 
200 big shipping companies and many little ones. All these 
overlap in buying materials and in ordering ships, although 
it is true that many of them combine in rings to fix freights. 
So it is, up and down the length and breadth of British 
industry and commerce. So extensive and complicated are 
the overlappings that if one were to attempt, by diagram- 
matic representation, with the aid oi lines and colours, to 
picture the resulting complex, the diagram, although drawn 
on a sheet as big as the floor of Westminster Hall, would 
be an indecipherable muddle of intersecting lines and super- 
imposed colours. 

In short, the accusation of overlapping against Govern- 
ment Departments is sometimes, but rarely, true. Of com- 
mercialism it is always true. It is so even with businesses 
controlled as to production by great trusts, e.g. the sewing- 
cotton industry, for such combinations have to sell their wares 
through overlapping dealers. In this, as in other matters, 
Nationalization is commonly charged with a fault from which 
it is inherently free, and the charge is made by the upholders 
oi a system of which it is inherently true. 



§ 8 : Op the Number of Officials 

We saw in considering the Ministry of Munitions that 

its gigantic operations were conducted by no more than 

65,14a officials. We may now consider the aggr^ate o( 

the fascials employed in the war. The c^cial letura gives 

19a 
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the following particulars, which cover all the new and old 
Departments of State, except the Post Office : 

SiaQx of Government Deptaiments, except the Past Office, at the 





• 1918 


Munitions 


65.'4» 


Labour 


8,484 


Inland Revenue 


.0,958 


Admiralty 


i6,8Sa 


Pensions 


8,56. 


War Office 


■8,539 


Customs 


10,224 


BoanJ of Trade 


7,036 


Food 


9,181 


Affriculture 


3,45' 


Air 


4,6,6 


Other Departments 


60,091 



The representaticHi has been made in some quarters that 
the number of Civil Servants rose to over 400,000. This 
figure was arrived at by adding in alt the Post Office servants. 
It is perfectly true that postmen, sorters, etc., are officials in 
one sense, but it will be seen that they were not properly 
included in the list of administrative officials, which is what 
we are concerned with here; it would be as reasonable to 
term the men of the Royal Navy Admiralty facials. 

We may usefully compare this figure of 223,195 with the 
fact that at the Census of 191 1 the number of persons en- 
gaged in commercial and legal occupations amounted to no 
fewer than 1,018,139.* 

Or we may note that at the same Census, in the whole 
of the United Kingdom there were only 356,000 officials 
employed by the central government, and by all the local 
government authorities, including municipal, poor law, 
parish, and other local or county officers, and the police, 
and including all the central government and local govern- 

^ Thi* ia ttclmive of umiea of Aeale 
IwmdioBt but not dittioguisheil u suchi 
and niaD, anKinnU to Mv«nl nillioni. 
H 193 

DigizedtyGOOgle 



The Triumph of Nationalization 

ment tospectors, whose services have to be employed to 
secure the <^)servance of labour law or taws reelecting 
adulteration or the falsificatifHi of weights and measures. 

Here again, then, the case is precisely as with over- 
lapping. The complexities of commerce demand the servins 
(rf a great army of c^cials. ¥oi example, you cannot have 
fifteen hundred colliery companies without fifteen hundred 
separate boards of directors, fifteen hundred sets of secretaries 
and secretaries' clerks and typists, and fifteen hundred 
separate operations oi audit. Similarly, you cannot have 
hundreds of shipping companies without filling streets in 
every port with variegated shipping offices employing la^ 
numbers of clerks. 

It is perfectly triie that every redundant public c^cial 
is a waster who oHisumes the nation's substance without 
producing; it is equally true that every redundant private 
official is a waster; the unfortunate thing is that the number 
of private officials is so much greater than the number fA 
public ones.' 

Apparently there are not a few critics oi naticHialization 
who never stop to think of their cruel injustice towards public 
servants. No one, I think, who has even a passing acquaint- 
ance with Government offices during the war can fail to 
feel a deep debt of gratitude to those who carried on witii 
difficult work without advertisement. It is not well for the 
hation that such work should be rewarded by epithets of 
abuse.' 

The fact that the nation maintains, through the com- 
mercial system, a great army of private officials carrying 

' Id b recent case heard before Mr. Jmtiae OaiHsK it was shown Ibit 
a Midland bookmaker had palatial offices, a private td^dioDe sj^ob, a 
comidarablc staff, and over a hundred typists. The JQdge obserTCd that tbt 
concern ^leaied to have more clerks than the BritiA Gorenunent anplojed 
at the Peace Conlerencc at Versailles. 

' The impressico) has been wide]; circnlated that " hnndreda of milUcBs " 
are paid to civil servants. This was ludlooiulj illustrated at a recnt 
banquet of the London Chamber of Commerce (Mar 4. >93o). The ioddoit 
is also tjpical of the carious ignorance of piU>Uc affairs irtuch charact«n«s 
man^ businest men. Sir Robert Home, rising to respond to the toast ti 
" Uis Majesty's Ministers," said : " People apparoitlj did not realtM wbit 
the Civil Service Estimates really were. It was a great mistake to soppoM 
**>" j£jS7>«>o,ooo were being spent on a great army of civil servanb-" 
Immediately there were shouts of " Tkey art " from the City magnates, and 
Sir Robert Horna had to go ca to explain to thero that, as a matter ot fut, 
salaries accounted for only ^£16,000,000. 
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out quite useless and redundant tasks need not cause us to 
abuse those who have the misfc»lune to be doing work of 
no value to the community. It is their misf<»tune and not 
their &ult that they are so occupied, and they are only doing 
what their hands find to do in a society where a man must 
needs get his living how he can, and not how he would 
desire. Nevertheless, the great army of wasters, which is 
unfortunately growing, is one of the most serious problems 
of our society. When it is dealt with through the nationaliza- 
ticHi of industry, the thing mu;^ be done with due regard to 
the existing servants of trade; it can be done with fairness 
and consideration, and yet with great econcunic gain to 
the community at large. 

The number of hotels and other o£Bces occupied by the 
Government for the purposes of the war also excited some 
criticism. The fact of the matter is that if all the State 
offices, permanent and temporary, had been ranged in two 
straight lines, they would have fonned one fairly long street. 
A muck longer stjeet would be formed by putting together 
the offices of a single commercial business, that of insurance 
— a business nhich would be obsolete in a properly organized 
society. This illustration may help some critics of national- 
ization to that useful gift, a sense of proportion. 
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CHAPTER XI 

'* EXTRAVAGANT AND WASTEFUL" 

§ I : The Coal Expebts Dbkounce Wacte 

"TN my opinion," Sir Richard Redmayne told the Coal 
I Industry Commission,* "the present system of in- 
^ dividual ownership of collieries is extravagant and 
wasteful." That was the utterance, on a most reqronsible 
occasion, of an expert with such a knowledge of British 
coal mines as few men possess. For eleven years he bad 
been the Chief Inspector of Mines under the Home Office. 
For some twenty years previously he had been engaged in 
the actual getting of coal, as a mine apprentice, as an under 
manager, and finally as managing director of the Stafford 
Coal and Iron Company, which he converted from a dis- 
organized and losing concern into a flourishing undertaking. 
As mining engineer, civil engineer, geolt^ist, surveyor and 
business man he knew every phase of the subject upon which 
he gave evidence.' 

In the nature of the case it was difficult to obtain in- 
dependent expert evidence in such an inquiry, but the Coni- 
missioners had the advantage of hearing another independent 
man of unusual expert qualifications in the person of Mr. 
George Knox, Principal and Professor of Mining of the 
South Wales and Monmouthshire School of Mines, who 
has held that position since the foundation of the school 
in 1913, and who was for ten years previously chief of the 
Mining and Geological Department of the Wigan Mining 
Collie. This engineer and geolt^ist, who is also a cerd^ 

' Coml Industry Commiuion, Hinntet of Evidence, V6L I, p*ff« aio. 

> It ahinild be added th«t he had wrred nptn the Coal Mining Organiia- 
1)00 Committee (as chainnan) ; th« Coal Eiporia Committee; the Cofce Coo- 
mittae (aa chairman] ; the Coal and Cdie Supfd; Cammittee ; and the Dal 
Cmasivation Committee. 
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cated colliery manager, testified * as to "the present ^cessive 
waste of valuable mineral products." 

These are serious verdicts for the nation to consider, 
for to what do they refer? The matter under inquiry was 
c»al, and coal is the basis of our industries. It was the 
large-^cale working of coal, made possible by the invention 
of the steam-engine, which changed Britain frxun a poor and 
backward agricultural State with no apparent prospects, 
which imported manufactures and exported raw materials, 
into a comparatively wealthy country. 

Deprived of its coal, or having wasted its coal, Britain 
would rapidly decline in the scale of nations and lose two- 
thirds of her population. Coal is not only the greatest prac- 
tical source of power yet known to science, but, as was pointed 
out by Jevons, it acts as a magnet to raw materials, because its 
bulk and weight make it most economically used at its place 
of production. Hence Britain, a small island with good ports, 
is an ideal workshop, since materials can be readily brought 
to its coal-power. But the potency of coal in the national 
economy goes further; it is also, as we have seen, the source 
of our shipping greatness, since it furnishes bulky outward 
cargoes to balance our bulky imports of foods and materials, 
thus enabling our ships to earn money both inwards and 
outwards.* Thus production, ample supplies of cheap 
materials and shipping are alike seen to be based upon our 
coal mines. 



§ 2 : Parallel Waste in Britain and America 

It is the life-blood of British industry which has been, 
and is being, wasted. Lest it be thought that blame attaches 
rather to individuals than to a system, let it be pointed out 
at once that the waste of British coal, great as it is, is not 
so great as that which obtains in the greatest coal country 
of the world, the United States of America, which also 
resigns its greatest national asset to private exploitation. 
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The latest verdict as to the lifetime of American coal is 
that, although the American coal deposits are at least ten 
times as valuable fts our own, the American anthracite will 
be, for practical purposes, exhausted within fifty years, and 
the bituminous deposits within one hundred years, while the 
magnificent American mineral (h1 supplies, so intimately 
connected with the coal measures, will be exhausted within 
twenty-five years. These estimates are based upon the 
growth of consumption and the continuance of existing waste. 
The prodigality of that waste is alm<»t incredible. An 
American consulting engineer of note, Mr, W. N. Ptriakov, 
who was appointed by the United States Government as 
power expert to the American Emergency Fleet Corporatitm 
of the United States Shipping Board, recently prepared a 
report ' on the United States coal industry, in which be 
denounced its conduct from every point of view. He quotes 
the United States Department of the Interior as responsible 
for the statement that nearly 50 per cent, (rf the American 
coal mined is wasted under the present form of management. 
The individual "colliery operator," as they term him in 
America, working under the approved system of seeking 
individual gain, naturally, and from the individual pmnt 
c^ view properly and faithfully, exploits die rich veins of 
high-grade coal, creams them, aband(Hls the partly worked 
mines, and neglects inferior deposits. 

It has been authoritatively estimated that since 1844 
7,541,000,000 tons of American coal have been wasted. This 
is not fully described as American waste ; it is world waste, 
for which the world as a whole, sooner or later, has to pay. 

In Britain the same tale has to be told. The same in- 
centives to work, the same spurs to enterprise, led to the 
imperfect working of rich areas and to the abandonment of 
enormous quantities of our precious and irreplaceable asset. 
"The haste," says Professor W. W. Watts, F.R.S.,* "with 
which coal in this country was taken out in the early days 
of C09I mining, the ru;^ to get that which was easiest and 
cheapest, the imperfection of the early machinery and 

* Published in the New York Dial of November t, 1919. 
' Presidential kddreei to the aiuiiT*i*<U7 nteeting <A Am Gaolosical 
Societj of LoodoB, Febiuuj 16, igta. 
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methods of coal-^fetting, a1! have combined to Tender many 
ci the older areas practically inaccessible, although in many 
cases, for the reasons just stated, very considerable amounts 
of coal, recoverable by modem methods, have been left in 
them." 

And again says this geolc^st : " In the past it has 
frequently been the practice to n^lect the poorer seams in 
order to get the better ones more expeditiously, although 
by this practice the poorer seams are in many cases irretriev- 
ably lost." 

Thus the British oialowners, after opening up the 
nation's coal, buried much of it for ever, just as they are 
doing in America. 



% 3 : The LiuiTATioN op the Vend 

Nor was the leaving of coal in the ground the only 
wrong inflicted upon the nation in the years gone by. For 
three-quarters of a century a combination c^ British odliery 
proprietors, practising what was called the "limitation of 
the vend," deliberately restricted coal output, prevented the 
proper expansion of the nation's industry, and sdd coal 
abroad for lower prices than they sold it at home. The 
limitation of the vend was vigorously denounced by Porter 
in his "Progress of the Nation." ' He shows how this policy 
of cornering, which began in 1771 and which did not 
cease until 1845, amounted to a system by which "every 
person using sea-borne coal in Great Britain was exorbitantly 
taxed for the benefit of rival manufacturers in other 
countries." There was a systematic combination among the 
owners of collieries having their outlets by the Tyne, Wear 
and Tees, by which the quantity of coal produced and sold 
was strictly limited in order to maintain a high price for 
coal. £ach colliery had its output delimited. "By this 
system the price was kept upj and as regards .the colliery 
owners, they thought it more for their advantage to sell 
35,000 chaldrons at 30s. per chaldron than to sell ioo,oob 
chaldrons at the price which a free competition would have 

' Edition of 1847, p^M 383-386. 
»99 
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brought." Fortunately, the manufacturers who were bear 
inland coal dtstncts escaped the tyranny of this combtnati<m, 
but it most seriously a^ted the prc^^ress of tnanufactuiers 
in London and elsewhere, and it ground the faces of the 
poor. And even while ^s combine was selling coal in 
London at 30s. per ton, it sold the fuel "in the distant 
market of St. Petersburg for 15s. to i6s., or little more than 
oneJialf the London price." A special injury was inflicted 
on the nation and a special advantage conferred upon fordgn 
manufacturers by the policy of the combine in selling small 
coal for foreign shipment at 3s. per ton while the limitation 
of the vend dented it to British manufacturers. "Thus," 
says Porter, "the manufacturers of Denmark, Germany, 
Russia, etc., obtained the fuel they required, and without 
which they could not carry on their operations, at a price 
not only below that paid by English manufacturers, but for 
much less than the cost at which it was raised." The com- 
bine would not sell the small fuel at home because it was 
making its big haul out of the large coal at the trust pric«. 

It is well to remind ourselves of these seventy-four years 
of extortion, for I see it not infrequently said that the de- 
velopment of British wealth since the middle of the eighteenth 
century is due to our colliery pn^rietors. The fact is that 
it is due in the first place to Nature, who gave us the ooeX, 
and in the second place to the inventors who devised the 
steam-engine and mining machinery. What the colliery 
proprietors have done has been to use those methods, again 
to quote Sir Richard Redmayne, in a manner which is 
"extravagant and wasteful." 

Of course, it was not possible, in a country where Nature 
had put such splendid coal near the sea, for the engineers 
who invented coal mining to work in vain. There was so 
much coal, and for long Britain had such a monoptriy in 
coal-getting, through the political .ccHidition of the German 
States and the small population of North America, that an 
even greater waste than actually obtained would still have 
made this country a favoured power producer.' There was 

' We do not commonly leaUie our natural advautagei in thia lewect. 
U in 1913 wo had wasted So per cant, of our coal ontpnt, we should atill have 
had note ooal than France, Spain and Ital; pot together. 
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prc^fress of a sort. The coal was got, if wastefuUy, and 
although the miners who were employed to work the ideas 
of the inventors were housed in many cases — end in some 
cases are housed even in our own day — as brutes ought not 
to be housed. 



§ 4 : The Waste Still Continues 

The waste which ^11 obtains is appalling. The evidence 
given to the Royal Commissions on Coal of 1905 and 1919, 
and to other Committees of Inquiry, shows that enormous 
quantities of coal are still thrown away with reckless 
prodigality. 

Tile law holds that a freeholder possesses not only the 
fee simple of the surface of his land, but of whatever minerals 
may lie below it, and at whatever depth they may be made 
available by science. As Professor Charles Gide has so well 
said,* this absurdity "represents the landowner as possessing 
a pyramid, whose vertex is the centre of the earth and whose 
sides are prolonged into infinity." The verities of physical 
science, indeed, are strongly at variance in this matter with 
the conceptions of prc^rty which have been erected into 
law by prc^rty owners. 

The landlords lease their coal to the fifteen hundred 
cfriliery companies who run our three thousand coal mines. 
It was proved to the Coal Commission how often the leased 
area fails to coincide with the proper area of economio 
work, so that shafts are sunk where they ought not to be 
sunk, and not sunk where they ought to be sunk; so that 
coal which ought to be carried to a proper eccmomic point 
to cfMne to the surface is taken instead to a pit shaft, in the 
wrong place, which ought not to exist. 

Principal Knox, already referred to, gave to the Coal 
Commission on June 5, 1919, two maps showing the 
absurdities of a number of contiguous South Wales coal 
royalties. These maps resembled jig-saw puzzles. This 
matter is of so much importance, and can be so readily 

' " Glde*! PoUticml Economj," tranaUted b]r C. Archibdd. 
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understood by the non-technical reader, that I reproduce 
one of the maps. It will be seen that in an area of about 
ninety square mites there exist so many different n^aities 
that nearly all the letters of the alphabet are used to dis- 
tinguish them. Let me quote what Mr. Justice Sanity said 
about them :' 

"From A, B, c, D and E one sees how curiously they are ^ 
shaped, and how they are run into each other. For example, / 
look at c, which is in the middle of a number of others. 
Then look at the two little m's on the right-hand side of l. ' 
You will see that the h royalty owner has two little islands 
of royalty in the patch which belongs to L. Then look 
the next one, and you will see the condition of things there. 
You will see how curiously shaped they are. They are very 
useful diagrams." 

Working in such arbitrary and ridiculous coal takings, N 
the colliery engineer cannot prc^rly use the ideas of the -^ 
inTentors or his own skill. The engineer is turned into a 
blockhead by the system ; he is made a fool by circumstances 
over which he has no control; his knowledge, his experience, 
go for nothing. He has to sink his shafts, not where they 
ought to be sunk, but where the absurd nature of the leases 
compel him to sink them. Add that each landlord demands 
a party wall of coal to separate his minerals from other • 
people's minerals, and we get such a picture erf waste as it Tx 
beggars language fitly to describe. These party walls of 
coal are known as "barriers," and they are often 150 feet tg \ 
more in thickness. So great masses of coal are year by 
year abandoned as the mines peter out; and the process was ' 
going on even while, up and down the country, the colliery - 
proprietors were spending enormous sums of money, made 
out of wasteful coal getting, in inducing the British peo[rie \ 
to go on with a system of ijidefenable waste. With r^ard / 
to pumping, that exceedingly important factor in coal mining. 
a moment's thought will show that it is impossible to arrange 
a scientific central pumping system in coal areas ctxitrolled / 
by many separate colliery proprietors leasing odd bits <rf 
ground and the minerals under them from various landlords. '^- 
This leads to much waste, not only of power and labour, but \j 
of the coal itself. ■ 

/ 

D„„.db,Googk' f~ 



D„„.db,Google 



,Google 



1 1» Li oog It 



D„„.db,Googk' 



*^ Extravagant and Wasteful" 

As for the general machinery and plant of mines, this 
varies from very good to very bad. I have already given 
(page 22) the verdict of an expert on the Yorkshire mines. 
Electricity and compressed air are not employed adequately ; 
only a small percentage of the coal is got by machinery; 
it is only the minority of our mines which have up-to-date 
winding machinery (the machinery which actuates the cages, 
or lifts, in which the men, coal, etc., are moved in the pit 
shaft), conveyors, haulage systems, etc. The collieries waste 
coal not only through the absurd barrier system, but by 
leaving small coal in the mines, by inadequately working 
thick seams, and by employing power plants which waste a 
great deal of fuel. 

Finally, the neglect of the by-products of coal, which 
cost us so dearly in the war (see page 35), although partly 
remedied by the Ministry of Munitions, still goes on.' 

But, unfortunately, we have not done with waste when 
the coal leaves the pit head. At that pcMnt the story is 
continued by our wasteful railways and by our extravagant 
use of fuel in industrial operations. The Coal ConserTati<Mi 
C(Hnmittee of 1918 pointed oat that 55,000,000 tons of coal 
could be saved every year for power purposes alone by the 
creation cA great central power-stations. The evidence is 
thus overwhelming that the British and foreign engineers 
who taught us how to employ coal have had their work 
lai^ly thwarted by its very imperfect application. To revert 
to an illustration already used in these pages, we see that 
we have not to proceed beyond coal-^ttjng to understand 
how it is that, while we possess potentially at this m<Knent 
the working power of at least 2,000 million persons as men 
were equipped for work in 1750, we are deprived of that 
power through the application of the iDcentive of private 
profit to the exploitation of great ideas. 



* Foi A iMK'a extended sUtemeiit of the watte in udUer; cfMiktiou aee 
the Tolamea of Report* and Endcnce of the Coal Omminiou dt 1905 and 
1019, b1h> that valuable italement, " The Nationaliaatioa of the Minai," b; 
Ui. Frank Hod8«*> Ur. Hodgea points oat tbat in addition to vbM have, 
nnloTtunately, lo be called the narmal economic evili tt coal capitalim, the 
owncTi at« to-day " working- inferior •e«na and doaieg vp good one* nntil 
the grnt day when emandpatjon from artificial reatiioUoD of pricM and of 
profit! would have cone." 
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CHAPTER XII 

FIRST THINGS FIRST 

§ I : The Nationalization of Power 

A SURVEY of the economic conditions of the nati(m 
can leave no doubt in our minds as to what factor 
should receive the earliest attention in a scheme of 
national organization.* 

The first national economic interest is to get coal 
eoHiCHnically and to use it economically. We have seen 
with what prodigal wastefulness the coal industry has pro- 
ceeded, and that its boasted success has amounted to im- 
provident dealing with peculiarly rich coalfields. The waste 
can only be ended by a policy of complete nationalization 
which ^lall enter into possession of all the coalfields, proved 
and unproved, and work them with the strictest economy. 
We need more precisely to measure our coal reserves than 
has been possible in the extraordinary circumstances of 
irresponsible ownership which have so far prevailed. In 
the words of ProfesstM" Watts, in bis presidential address 
to the Geological Society of London in 1912 : "It is ai^ed 
that the time has now come for the organization of a 
systematic survey erf this area by means of a considered 

' Since thu chaptei wu writtm Uie N»tionili»tioQ progTunme mK)& 
which a Lsboui: GoTemment has been returned to power in loao in Nev 
South Wain has been pubUihed in Forward. I take frtnn it the fdknriai 
eztiacta, which will ihow what thingt i^ipear " firit " to Australian minds, 
and how they compare with the prosranune I outline here. It ii of intereit 
to obeerve that while I (nggeM (in thit and the next chapter) that a SritiA 
State agency ihould bay Dcaniiiion wipott piodncta in bulk, the Now Sonili 



State ageacT ihould bay Dcaninion wipott piodncta in bulk, the Now Sonili 

Walea propowl ia that an / ' - " ■ " '" "' "" 

aource of jKodnction overM 



Wales propotal ia that an AnatraUan State afencr dionld " buy at tM 
.< .V. . J teqnireo»entt of AuMraUu 



Exrucis ntOM tbc Niw South Wius NacioiuuzsItoii Ptoouioa. 

" Commanity siteiprise abolishes private profiteering. ... We shall tale 
Inunediate steps to nationalise the fcdkwing : |i) monopolies; (a) the •rteriei 
of trade and conunetce, such as coastal ateanuhip and feny serriceBi (3) 
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series of borings, so planned as to investigate the stnicture of 
the concealed palaeozoic floor, to ascertain the thickness of 
cover, to locate any coal basins which may form part of the 
floor, and to elucidate their exact tectonic conditions in order 
to determine their suitability for profitable working." 

As Pn^essor Watts added, such an exploration would 
"introduce a new practice into British institutions, but it is 
pointed out that similar methods have been employed in 
foreign countries and even in British Colonies." 

On this point of the ownership of the coalfields it is a 

notable fact that the Coal Commission of 1919 was unanimous 

in declaring that the greatest economy could only be secured 

by Nationalization.* A rapid summary of Mr. justice 

Sankey's reasons for the State ownership of coal royalties is 

(a) That the coal seams are now vested in nearly 4,000 

owners, most of whom are reasonable but some of whom 

are a real hindrance to coal development; 

• (4) cammanal nfegaviU agBinst riaki, 
,^. , _ powBT wiTices. Thow ue gieat public vti 

_ . . I thair Tcry natnn ihonld not be operated primarily tot profit, but 
for (he public benefit. 

*' We •haD eetabUA national iudnttiiM to provide the eMeotial reqniie- 
ments of the primary piodooeri, nich a« (i) State farming implement work*; 
(a) State wire-netting works. 

" We ihaU also set np a State agency to buy at the aoaice of piodnction 
overeeu raquirementa of our primary prodoceii whfdi cannot be manufac- 
tured here, and we ihaU oSn the pnmair producer* the opportunity of 



B enterpriie cannot be entrui 
odnatry moat terre. We, then 
._ __. .. \ cotaptunt boainea* administiation to regulate mcb tuduttrial 
and distributive nndertakingi as may be proclaimed, and to (i) efficiently 
organize and develop tuch indnstriej; (a) provide for participation ot 
employee* in management ; (3) Mcure to toe factor* engaged therein an 
equitable reward from their joint production of aervicei ; (4) cooaerre the 
public interest in relation to quantity, quality, and price of production or 



Government, to determine (i) ^r prices based uptm the cost of [iroductior 
ior commoditiei for which, in the ^nion ot the oommissioo, «. price abonkl 
be fixed ; (a) the organiaation of diattibntion by the development of tbe State, 
municipal and co-operative eDterprlsea; (3) control of cold storage, pro- 
hibition of cornering of and gamUing in supplies; (4) adequate proviiion 
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(b) That millions of tons <rf coal are vasted b^ the 
barriers or party walls of coel left between the properties 
of various coelowners ; 

(c) That drainage and pumping cannot be carried on 
economically, and th^ much coal has to be abandoned for 
laclt <rf cooperatifMt in drainage; and 

(il) That the boundaries of coal undertakings are 
arbitrary and make good coai-mining practice impos^ble. 

As to the nationalization of the coal industry, it is not 
generally realized that all the Coal Commissioners of 1919 
agreed also that the present system of coal AksitihvXion is waste- 
ful. Even the coalowners on the Commission threw over tha 
coal merchants, as they had thrown over the coal lords, and re- 
commended Municipal Socialism in tnal.' Now it is perfectly 
true that the evidence given to tbe Coal Commission as to 
the waste arising from (a) the private ownership tA tbe coal- 
fields, and (b) the private distribution of coal,- was remariiable 
and convincing, but it was certainly not more remarkable or 
more convincing than the evidence put before us as to tbe 
wastefulness of the colliery companies themselves. It is not 
a little curious that the capitalists on the CcMnmtssicHi, in 
words almost precisely simitar to those of Mr. Justice Sankey, 
should recommend State ownership of coal because "vBder 
Staie ovyaeiship there would be one owner instead of over u 
thousand owners and the difficulties caused under the present 
system will be effectively dealt with," while failing to perceive 
that just as 4,000 coal-owners are a mischief in coal-ownership, 
so 1,500 o^liery companies are a mischief in coal working. 

Tbe coalBelds of Britain are compact in a little island, 
and they can be, and should be, grouped under district man- 
agements which would at once economize direction and enable 
us to apply, in each district, the brains of the most capable 

* The rcctatunendation on (his head of the Uuee coaiownera aad tbeti two 
■npporten will be foimd on page 40 ef th« Rqiort, aad u as foOowa : " Tbe 
evidence shows that consideiable saving is possible in the diatxibntioa (^ 
taonsehold coal. 

" Am extauiMi in dealing with houBehald coal by co-opeiative effort wiD 
no doubt take place automBticany. 

" We recosnmead that local authorities should be given statotoiT pcrnn 
to deal in household caal, not aa a moDopol?, but in competition wm prima 
dealeia or co-opttative effort, subject to the pioriaion that an; kasea nil- 
tained in audi dealing shall not be chargeable to tho lates." 
aofr 
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coa] experts, chained with fields of work of a size which would 
give them a proper sci^ie for their abilities. As to economy, 
as Mr. Justice Sankey puts it: "Unification under State 
ownership makes it possible to apply the principles of 
standardization <rf materials and aj^liances and thereby to 
effect economies to an extent which is impossible under a 
system where there are so many individual owners." 

As things are, some mines lack capital and others lack 
proper management ; both can be provided by the nation. 

We cannot afford to continue to waste our greatest, almost 
our only, national material asset — the asset which changed 
the poor agricultural Britain of 1750 into an industrial power; 
the asset without which Britain would sink to the level of a 
petty State. We needs must bring the mischief to an end. 

It is a profound mistake, however, to suppose that the 
need for national <»'ganizati(Hi ends with coal getting. It is 
equally important to organize the distribution of coal as Power 
on a national scale. Fifteen years ago I wrote in "Riches 
and Poverty " : 

"Energy will b* produced at a central power-station and 
distributed over a considerable area. The energy mains will 
carry the means of lighting, the means of motion (transport), 
the means trf heating, the means of manufacturing in large, 
the means of manufacturing in small, the means ^ cooking, 
the means of cleaning, to every person in that area. Energy 
will be at the disposal of every factory, of every wwltshop, 
and of every private house. No building will be without its 
mobH'S, lai^e or small. Smt^e and all the waste and dirt of 
smoke will disappear. 

" I am not peaking of a remote future, but <A possibilities 
which can forthwith be realized. How important it js, then, 
that this Energy supply, which is already entering and will 
increasingly enter into our everyday lives, should be publicly 
owned from the first. Given private ownership, the mono- 
polists of Energy will run their mains where most profit is 
quickly to be garnered, instead of seeking, as we should seek, 
first profits in the thinning out of towns and the restoration 
of the health of our people." 

In 1918, the Coal Conservation Committee, set up by the 
Ministry of Rec(Histruction, presented an impOTtant report on 
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electric power supply, in which they made an admirable sum- 
mary of arguments which have for many years been addressed 
in vain to a pet^le whose very existence depends upon the 
economy of energy. 

They pointed out that the most efficient way of supplying 
power is by the medium (rf electricity, and that a proper series 
of super power-stations, feeding a main trunk distributive 
^stem laid down throughout the country, would save 
55,000,000 tons of coal per annum in industry, tt> say nothing 
of the saving in dcmiestic use, and of the recovery cA by- 
products. 

They pcHnted out that it was a case in which neither muni- 
cipal nor private enterprise would suffice, and that what 
was wanted was the planning out of the country into some 
sixteen power areas, in each of which electricity could be 
generated on a large and ectmomic scale. Since I wrote in 
1905 the words above quoted, the mulUplication (rf 
power plants, which I foresaw, has proceeded, and in 1918 
the Coal Conservation Committee pointed out that there were 
actually 600 different authorities generating electricity. The 
present average size of a generating stati<Hi is only 5,000 
horse-power. 

The universal scheme would give new life to the British 
transport system and to British industry. It would actually 
create industries. It would greatly economize transport, since 
a vast amount (rf petty fuel carting would be swept away. The 
domestic and social gain would be no less than the industrial 
gain. Cities would become clean, and one-half of the present 
drudgery of women would disappear. The entire retail coal 
trade could be wound up. If our people had a scientific edu- 
cation they would not tolerate the obstruction of vested 
interests in this matter. It is a case which illustrates the 
mournful fact that an uninformed democracy does not perceive 
the grave wrong which is inflicted upon it. 

But the march of electricity proceeds, if not in the United 
Kingdom. Since the war Sweeten has decided upon electri- 
fication. Possessing already splendidly equipped State rail- 
ways, she has decided to electrify them and to use the power 
stati(»is for the national prcnnotion of industrial welfare. 
When I was asked for my judgment upon the advisability <& 
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First Things First 

substituting electrical for coal working in Sweden, I unhesi- 
tatingly FectHnmended the immediate adoption of an electrical 
scheme. 

Holland has just decided to electrify her entire area, after 
the mannor vainly recommended by experts here. A full 
account ol the scheme appeared in "The Board of Trade 
Journal " for May 20, 1930. A network of high ten»on 
transmissiwi lines has been planned which, as will be seen 
by the accompanying map, will develop industry in all parts 
of Holland. The existing private companies will be bought 
up and 125 million florins spent during the next few years 
upon giving Holland such a power of industrial development 
as will undoubtedly give her great advantages both in the 
home market and in the export trade. Suggestions that the 
State should merely h<^d a large block of shares in a private 
electrical trust have been swept aside in favour of direct 
Nationalization. It is interesting to observe, on the technical 
side, that the capacity recommended for the power stations is 
30,000 to 7S)000 kilowatts, which may be compared with the 
baby generating plants which are now scattered up and down 
our country.' 

If the nation had from the day of the Armistice applied 
itself to mines and to electricity as it applied itself to shells 
and guns before the Armistice, the industrial reconstruction 
of Britain might now be well afoot. Our mines by this time 
(July, 1930) could have been furnished with much of the 
material for lack of which their output remains poor. Their 
reoi^anization on an economic baas could by now have been 
well under way, and worit could have been begun already 
upcm national electrification. 



§ % : Our Inhbrbntli Simple Transpost Problem 

After power, transport. It was the necessity to transport 
that bulky and weighty substance, coal, which led to the 
invention of the locomotive by colliery engineers. That in- 

* It WKt reported in The Timti ot Maj ai, 1930, thkt U a dinnei of Uw 
British Electrical and Allied UanDfactmerB ABsociation a apeakei, in (peak- 
ing to the toaat of " The Indiutr;," uid that the proposal to eatabliah ■apet- 
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ventton happened to be made in a country where its eiq>Ioita- 
tion presented the simplest possible form of the transport 
problem. Let us not entertain the delusion that there is any- 
thing inherently di£Scult in British transptnt, for if we do 
we shall not be properly ashamed of the conditicMis which we 
tt^erate. 

Railways were invented in a country which is a small 
island, no part of the interior of which is more than about 
loo miles iifxa the sea. As an island the country is neatly 
surrounded by a costless canal. The island, moreover, has 
few hills of any consequence, so that, k priori, the railway 
engineer has it all his own way. The invention, or group 
of inventions, which we call a railway, having been conceived, 
we have only to join up the ports and the interior by a series 
<A lines which any qualified railway engineer could rapidly 
plan. We have observed that no such good fortune attended 
the invention of the railway in the United Kingdom. The 
railway engineer never had a proper chance. He Had to put 
his rails, just as the orfliery engineer had to put his shafts, 
where he was allowed by vested interests to put them. The 
result is the amazing network of petty undertakings which we 
have been encouraged from childhood to omsider "great" 
{"Great" Western, (or example; a railway which, on the 
scale of the world's railways, is a thing of very small 
dimensions), which never by any happy chance afford 
reasonable connexions, and which are not infrequently 
rendered even worse than they need be by deliberately bad 
working.' 

The railway issue is only a problem as IcMig as we care U> 
have it so. l^ere is nothing problematical about what ought 
to be done. In 1918 a Parliamentary Select Committee was 
appointed to ccmsider ways and means of improving our 

power aUtiaaa in Britsin was " ntter nonaenw." Tlw Conunittoa wlikh 
recommended Uie " alter nanwnM " bad for chmiraun Mr. Chartei B. Moi, 
who i» not withimt honour uive perhaps at a trade dinner. Ur. de Fenanti, 
a past pmident d the Institute of Electrical Enf ioeera, published eMiraatei 
[or ft universal scheme some yoars before the war. 

' Lord A&erton, when diairman of the G.N.R., speaking on Decembrr aa, 
1007, apoke of " nniteceuarr and separata train services, not ahraft taking 
the shOTtest road, not always making connexion at a particular junction so 
that trains ma; meet, and very often making the arrartgemcats socfa thai 
they diall not meet." 
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internal facilities for transport. Its member^p was drawn 
from all political parties. It reported unanimously at the eod 
of 1918 that it had received evidence from railway managers 
who were members of the Railway Executive Committee (see 
page 119) to the effect that "if a policy <A unification of man- 
agement, combined with a pocking of assets oi the railway 
ccMOpanies, were adopted it should be possible to give the 
puUic better service and facilities at less cost to the railway 
system." Upon the evidence it repmled : 

"Fr(Mn a purely technical point of view it appears, there- 
fore, to be desirable that there should be a unification of 
ownership, not merely unification of management, <A the 
main railway systems, because, while unification of man- 
agement would undoubtedly be a great improvement upon 
pre-war conditions, and would assist materially to secure piore 
efficient organization and management, it would not, without 
unification of ownership, permit <A the use of the assets of 
the oomtuned system to the best advantage, nor allow of the 
provision of new and costly equipment without constantly 
giving rise to undesirable financial negotiations and difficul- 
ties. Whether the State or one large joint stock concern 
owned the railways would be immaterial from this point of 
view; the essential conditions are that there should E>e single 
ownership and single management." 

It is, perhaps, not surprising that this Committee was 
driven to the conclusion which railway reformers have been 
urging upon the nation for the last seventy years. But, as 
everything that this Committee discovered and reported had 
been discovered and reported so many times before, and, 
indeed, was so obvious as to report itself to any person with 
ordinary powers of observation, one cannot help wondering 
whether for seventy years longer the railways Gi the United 
Kingdom are to remain an object lesson in the frustration of 
science by ctnnmercial methods. 

Our railways are as extravagantly wasteful as the getting 
of the fuel which drives them, and, indeed, they are them- 
selves, like the colliery companies, a large cause of the waste 
of fuel. For one great element of waste they are not to blame. 
The nation has permitted private traders to own individual 
railway trucks of thousands of different patterns— all of them 
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poor and obsolete patterns.* Any railway traveller can see 
the thing for himself any day — the long line of hetert^eneous 
toy trucks, labelled with the names of colliery companies, 
brickyards, and other traders, which have to be shifted about 
the country to their destinati{Mis and then, when empty, s<»ted 
out like cards and re-delivered, after much more costly shunt- 
ing, to their fortunate owners. Sir Eric Geddes, Minister of 
Transport, denounced this folly in the House of Commons, 
but so much is it admired that during the war a President of 
the Board of Trade thought it inexpedient even to pool railway 



For the rest, the establishment of a lai^e number of inde- 
pendent railway authorities must be held responsible. Each 
company has adopted its own practice in such matters as the 
building of locomotives or the manufacture of signalling 
apparatus, and a host ci inconveniences arise from unco- 
ordinated working. 

Large modern railway wagons cannot be employed on our 
railways because what is called the "lociding gauge," i.e. the 
clearance allowed by the construction of platforms, bridges, 
tunnels, etc., is not liberal enough to admit of the use of the 
economic wagons which are a commonplace in the State q'S- 
tem of Germany. . Here, as elsewhere, we find that the all^;a- 
tion against nationalization, that it spells death to enterprise 
and improvement, is the very reverse of the truth. In technical 
matters the State railways of Germany — I speak, of course, of 
the conditions that obtained before the Peace Treaty deprived 
them of a large part of their equipment — are a shining 
example to individualistic railway enterprise in Britain. 

As for facilities iat the public, the nati(Hial railways of the 
world, whether under such forms of government as obtained 
in Germany before the war, or in democratic Switzerland, or 

' Mr. W. U. Acwnrth, tha tmUwbj ecmaoiiit, writing on DecMdier ii, 
1919, Mid : " UnqueatioiiAblj economic*, leckoned in "■<"!""< lUiling. 
can btt nude by tne moderniiMim of our antiquated method*. Take ■ 
aingle inatasce, the coal trade. The Americana have for year* paat bem 
using coal track* carrying ;o or 90 tons of coal, and within the laat fr« 
mcttths they have got out a pattern of can to carry iis ton*. Our laitwayi 
ara (till rettricted to tcry vehiclea of 10 tons, becanae nnaided they caanot 
break down the opposition of the coalownera and ooal merchant* and dock 
•utboiitie*." The present writer pnbtished pictnrea of the big Ametkao 
truck* twenty jrcara »%o. 
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in still more democratic Australia, have always been far ahead 
of our private companies. 

There was an exceedingly amusing passage in the 
evidence, before the Committee of 1918, of Sir Francis Dent, 
the general manager of the South Eastern and Chatham Rait- 
way — a concern which has been a peculiar trial to me frmn 
my boyhood — on the cheap fares (^ the Belgian State rail- 
ways. Sir Francis averred that Belgium carried cheap fares 
"to such an extreme pcMnt that they had a lot of uneconomical 
travelling which was neither good for the pet^le nor for the 
railways." Here, indeed, was railway wisdom as exhibited in 
the Britain of after-the-war. When a railway is cheap, it 
seems, people travel more than is good for them I According 
to this argument, there ought to be a toll bar and pay-box at 
the end of every road, for fear that pe(^te should walk over- 
much. Sir Francis Dent was at once reminded by members 
of the CcKnmittee that the Belgian policy of cheap fares, upon 
which Porter commented in 1847, and upon which Gladstone 
commented, had had the well-known and beneficent effect of 
enabling Belgian workmen to live outside the towns and enjoy 
good gardens and allotments in healthy neighbourhoods. It 
is perfectly true that our railway managers have only too 
thoroughly prevented anything of the kind happening in this 
country. In Surrey, from which I was reluctantly driven by 
the appallingly bad service and slow trains of the South 
Eastern Railway, there are magnificent stretches <A beautiful 
country close to London. The tops of many fA its lovely 
hills are crowned by lunatic asylums, but you will find no 
cottages near them inhabited by London workmen. That the 
beauties of Surrey should be for the lunatics, and not ivt 
those who are not yet mad, is typical of our methods of 
national organization. The insane are fortunately under the 
care of public authorities, and therefore they may live in 
Surrey. The sane are housed by "private enterprise," with 
"private enterprise" railways to cut them off from what 
might be glorious homelands. 

The Tran;^x)rt Committee of igi8, as we have seen, 
advised that there must be "unified ownership and unified 
management." That means nationalization, for obviously it 
would be inexpedient to create a huge railway trust. 
ai3 
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The nationalization of the railways should be accompanied 
by the complete nationalization of all other forms of transp<Mt, 
including coast-wise and ocean shipping. There should be 
proper co-ordimtticm of transport by rail, road, canal and 
sea, and an economic distribution of different orders <^ traffic 
between these different forms of transport, just as the railway 
and canal traffics are, or were, a>-ordinated in Germany. The 
great canals and canalized rivers of Germany largely corre- 
spond to our coast-wise facilities, which are inadequately 
organized by small and often inefficient firms. 

I have spoken cA the co.ordination of all carrying services, 
including road transport. The waste of labour and material 
in existing road transport is little realized. The cc»ning <^ 
motor transport gave the nation a great opptHtunity, which 
was accentuated by the provision of so much rood material for 
the war. Piling waste upon waste, the petty carrying of 
hosts of large and small traders is being supplraiented by the 
competing and overlapping services <^ finns owning motor 
lorries, who are now advertising their little facilities. The 
sale of Slough (see page 66) and of the national stock of road 
tran^Ktrt material, was the loss tA means to <H'ganize a fine 
public system of road carriage duty co-ordinated with railways 
and waterways. 

And thus also with aerial transport, which should least 
of all have been resigned to the vagaries (A ccHnmercialism. 
The Postmaster-General invites tenders for the private per- 
formance of a public air mail service between Ixmdon and 
Paris. The Post Office ought not thus to become a middle- 
man in air services; it is as wasteful as it is dangerous. 
Aerial navigation is fraught with so many perils to the public, 
as will be found in due course, that we shall be compelled, 
sooner or later, to buy out the private undertakings. It would 
be cheaper and better to own the air services from the 
b^inning. 



I 3 : Our iNsinjvR iKSBcvRnr 

The revelations of the war, and the reports by the Ad- 
miralty upon the manning of the mercantile marine, should 
ai4 
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be enough to otHivince any impartial inquirer of the necessity 
for the application of national organization to the sea services. 
Since the beginning of the war the profits of the mercantile 
marine have been large enough to buy it out at pre-war values 
three times over. As I have said, it is not commonly realized 
how small an undertaking the British mercantile marine actu- 
ally is; its total valuation at the outbreak of war was about 
;^ 1 70,000,000, which we may compare with the ;f 133,000,000 
of capital of the London and North Western Railway. 

Great economies and improvements could be effected by 
nationalized working. The open^ions of the shipping rings 
have from time to time justly excited the oppositicm erf 
shippers and merchants. The Royal Commission on Ship- 
ping Rings, which repcHled in 1909, came to the remarkable 
conclusion that "Shippers and merchants in a given trade 
should form themselves into associations so that they might 
be able to present a united front to the Conference (Shipping 
Ring) when any controversy arose." This suggestion that 
the way to fight a shipping ring is to fcwm a merchants' ring 
is not without humour. It is again typical of the helplessness 
of an individualistic society when confronted with commercial 
abuses impossible under nationalization. As to economy 
generally, a multitude of independent shipping offices, clerk^ 
brokers, agents, ship brokers, insurance agents, etc., could 
be swept away. At each port one shipping office would 
suffice for all the maritime work of the port. The insujance 
<^ shipping would disappear. It is curious how familiarity 
with the business of insurance makes us oblivious to its true 
character. The Royal Navy is worth much more than the 
mercantile marine; the former has not to be insured; the 
latter is necessarily insured because in private owner^ip. 
Thus a great business, ship insurance, with all its offices and 
officials, exists unnecessarily merely because we do not abolish 
private shipowning as we abolished privateering. 

As for efficiency, to compare the average ^ip of the mer- 
cantile marine with the worst of the ships of the Royal Navy 
is to make a comparison which is sufficiently odious. We 
cannot blame the masters, officers and men for the ineffici- 
ency; on the contrary, they repaid us in the war not in terms 
of the poor coin we permitted to be paid to them, but 
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with gallantry and devotion. Nevertheless, it would be 
idle to ignore the crying evils of manning as it has been 
practised. 

It is difficult to know why it should be all^^ed that the 
nation would have any difficulty in finding capable shipping 
managers. Australia has experienced no difficulty in the 
matter, nor is there any good reason why she should. It is 
amusing, and sometimes ^ore than that, when the oational- 
tzation of shipping is denounced as "difficult " by gentlemen 
who a few years ago hardly knew one end of a ship from 
another, and who yet contrived to make fortunes out of an 
alleged difficult business in the war. The fact of the matter 
is that the genius of steam shipping was provided by 
engineers, most of whom are dead, and that we have not yet 
seen in the world an adequate fruition of that genius. 

On the general organization of Ministries of Tran^wrt 
and Shipping, it has been observed that coast-wise shipping 
might be co-ordinated with the work of internal transport. 
Nevertheless, it would be well for the vdiole of the shipping 
to be controlled by the Shipping Ministry, a close liaism 
being establi^ed to secure due connexion between ooast-wise 
and internal services. 

It would be an economy to build the national vessels in 
national yards. The Royal dockyards are the most efficient 
yards in the country. In Devonport dockyard, as Sir 
Clement Kintoch-Cooke reminded the House of Commons 
on March i8, 1920, H.M.S. Wars^itt was built for ;£'7o,odo 
less than either of the three sister-ships built in private yards. 
As for " business experience " in private yards, it is, as Sir 
Clement said, "sheer nonsense " to speak of private superi- 
ority, for capitalist yards frequently recruit their chief c^dals 
from men who have served their apprenticeship in Royal 
yards. As for equipment, the national yards are far ahead 
of the private ones. 

Two of the British Dominions, Canada and Australia, 
have embarked upon shipping nationalization cm a consider- 
able scale and with great success. 

Canada has thirty-two ships in commission (July, 1920) 
and twenty-eight more under constructtcm. The manage- 
ment is entrusted to the Canadian National Railways (which 
ai6 

DigizedtyGOOgle 



First Things First 



have a total mileage of 40,000 miles, and form over <m»- 
third of the t<Mal mileage of Canada). The ships are formally 
vested in the Canadian Government Merchant Marine, 
Limited, and are doing very well. Great enterprise is being 
shown in opening new routes, to the very great advantage 
of Canadian commerce. It is not a little amusing, in view 
of the charge that State undertakings are not "enterprising," 
to read a paragraph in the "City Notes" (rf The TivMS, 
beaded "A Pioneer Policy in Shipping," directing the atten- 
tion of "old-established companies " to the excellent work 
being done by Canadian national shipping. 

Australia, early in the war, bought ships for herself, and 
afterwards wisely added to them, even while the British 
Government was incontinently selling out its fine fleet to 
private interests. Australia, in July, 1920, has seventeen 
steamers of over 112,000 (deadweight) tons in commission, 
160,000 tons building in Australia, and 75,000 tons building 
here, a total of 347,000 tons. She has also 124,000 tons 
of ex-German vessels under management. The control is 
vested in a body termed the Commonwealth Government 
Line vA Steamers. 

The enterprise has been brilliantly successful, despite the 
bitter hostility of the British companies plying to Australia. 
The original cost of the vessels has been written off out of 
profits, and a big balance handed to the Australian ex- 
chequer. The profits up to June, 1919, came to ;£3,520,ooo, 
and, in addition, ;f3,783,ooo profit accrued from working 
the ex-German steamers. In the last twelve months equally 
good results have been obtained, but the precise figures are 
not yet available. 

It is necessary to insist again upon the question of 
security. While yet the possibility of war remains, and 
while the nation is still spending enormous sums .upon 
defence,' it is incredible, after the experience of the late 
war, that the nation should allow private persons to build 
any sort of ship they like, and to man them how they please. 
The conditions of sea warfare have changed for ever. As 

'The EitiuMtes for igao-ii pioride ,£330,000,000 for the Aimy, Nkvy uid 
Air Forces; in Addltioa, thew «re " Appropriations in Aid" (intMcepted 
■ .j__ .^ £y^fiao,ooo, making k total of ^£369,000,000. 
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to submarines, the attack is still stronger than the defence, 
while the devel(^ment <S. aerial warfare will, unless stayed 
by international agreement, be more dejidly to the safety 
of merchant shipping than the submarines. Thus the 
position of an i^and nation depending upon sea-borne food 
and materials hAS changed from one of exceptional security 
to one of exceptional insecurity. In these conditions those 
who desire to maintain the British mercantile marine as a 
collection of privately owned heterogenous vessels are under- 
taking a very terrible re^mnsibiiity. If the Press put the 
facts on this head plainly to the ptioplc, public opinicMi 
would demand Nationalization. 



§ 4 : Housing as a National Industki 

The paramount importance oS housing places it high 
amongst the primary concerns of a national econtunic policy, 
and a Ministry which did no more than apply itself to the 
nationalization in appropriate forms of coal power, transport, 
and housing, would stimulate every industry for good, 
and confer a social benefit upcm every inhabitant of the 
country. 

Duritig the war, when the nation wanted to house votk- 
men, it made no bones about the matter; it just built the 
necessary houses. For example, it built townships at Gretna 
after a fashion which excited the admiration of all beholders. 
Similarly it proceeded with garden cities at Chepstow, and 
again the houses were admirable ; a talented architect friend 
of mine was as much struck with them as I was. Again, at 
.Well Hall, a suburb of Woolwich, a remarkable sc^ution 
of the housing problem was promptly effected during the 
war, in spite of the shortage of labour and materials. The 
personnel of Woolwich Arsenal was suddenly multiplied 
by six, and provision had to be made for a great new army 
of workers. Well Hall, where the houses were erected, is 
about one mile fnMn Woolwich, and there was nothing very 
beautiful about the site of one hundred acres when it was 
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taken over. Unlike the jerry builders, however, who sniff 
at the word "architect," the Office of Works put artistry 
into the proceedings, and Well Hall promptly q>rang into 
existence as a beautiful English village. Mr. Harold Ctm 
never tires of telling us that when the State takes over an 
industry or organization it is impelled by a malignant fate 
to make everything exactly alike. Little children grow up 
all of one pattern, dipping the same sort of little spoons 
into identical porringers, and walking fnHn houses all of one 
type, at exactly the same pace, to schools where the regi- 
mentaticm of little Socialists is the order 4^ the day. Mr. 
Harold Cox and those who think like him should really 
pay a visit to a State-built garden city. They will find that 
it is in the public undertaking that one gets ingenuity, 
initiative and variety. It is where the private builder reigns 
supreme, as in Walthamstow or Catford, that we find the 
m(Hiotonous rows of houses, all exactly <A the same pattern, 
which we are assured is the only possible fruit of public 
endeavour. The State village at Well Hall, like tboae else- 
where in England (and in Holland), is full of charm and 
variety, the result of public servants taking pride in public 
work. There is plenty of character in the building, and 
the general air of prosperity and ccMnf(Mt which the place 
exhales is a reality. The greater part fA the trouble and 
poverty of our civili2ation arises from the misapplication 
of means. The artist, like the scientist, has never a chance 
to show what be can do. However much money a workman 
earns, he t^n buy little with it that is worth having. It 
is as true of the London artisan as of the Welsh or Scottish 
miner, that if you doubled his pay to^norrow he could 
not get a beautiful home, and a beautiful home is a laige 
part of any real wage we can possibly earn. 

Fortunately, some local authorities are awakening to the 
simple but far-reaching conception that ffte vay to solve i\e 
housing problem is to build houses. 

At Newbury, in Berkshire, the municipality in October, 
1918, invited tenders from the Master Builders' AssociatiiMi 
for the construction of certain small houses. The tender came 
out at i:875 a house. Mr. S. J. L. Vincent, A.M.I.C.E., 
the bcHough surveyor, felt sure that the houses could be buih 
aig 
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by direct labour {<»- much less, and the town embarked up(Mi 
a valuable experiment. As a result, the houses are bdng 
built for ^^650 each. As the number of houses to be built 
is nearly 3,000, there will be an enormous saving, but that 
saving is by no means the only advantage in the matter, 
great as it is. The houses are thoroughly well built, both 
as to materials and labour. The workers obtained that 
hitherto unheard-of thing for men of their craft, a full week's 
pay whether the weather is wet or fine. Now for what is 
called the "Government stroke." The workmen passed a 
resolution to the effect that they would "support the Council 
in the erecticm of houses under the pr(^x}sed housing sdieme 
to the best of their ability and in the interests (^ all the 
ratepayers." 

And they k^t their word. The surveyor testifies that 
he has never known such good and thorough work before in 
diirty years' experience. Not an hour has been lost. 

As for the question of "<^cials," the borough surveyor 
is himself the architect, and he has (»ie assistant and oat 
cost clerk — another instance of the economy of officials mth 
public direction. A town needs only one building manage- 
ment and one set of "officials "; as things are it gets many 
builders, each with a separate office and staff. 

It should be added that the Newbury houses are excel- 
lently planned and a refreshing contrast to the onlinary 
type of builders' cottages. They each have a parlour, as 
well as a kitchen-living-room, three btldnxHns, and a good 
upstairs bathrocnn, fitted also with a lavatfuy basin. 

From other quarters come similar tales of successful 
municipal Socialism. Tonbridge (Kent) ^tpects to save 
£2$,QOO in the building of 500 cottages by direct labour. 
Southgate (Middlesex), which was quoted ;£^i,ooo by the 
contractors for a small house, finds that the cost of erection 
by direct labour, inclusive <A land, roads and sewers, is 
;f690. In this case direct contracts are entered into with 
working men for the labour required. The Gosport (Hants) 
Council, having received a tender of jQi,ioo for the conver- 
sion of two army huts, refused the kind t^er and did the 
entire work by direct labour for jC^ao. This led them to 
apply the same method to a first batch of 64 houses under 
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their local housing scheme. Bradford has in hand a very big 
direct labour scheme. And thus in other places; over fifty 
local authorities are now applying Socialism to the building 
"problem," sometimes with the aid of a Building Guild — a 
working Socialistic unit. 

Even more significant and important than this successful 
Socialism in building by local authorities, is the splendid 
work which is being done by the Office of Works in conjunc- 
tion with the Ministry of Health, local authorities and trades 
councils. As I write Quly, igao) the Office of Works has in 
hand some ;f6,ooo,ooo worth of building work for the 
Camberwell (London) Borough Council, the Shoreditch 
(London) Council, the Bedford municipality, etc. The 
Office of Works is acting in the joint capacity of architect and 
building contractor. The officials who built the very beauti- 
ful Government village at Well Hall are bringing the same 
capacity, artistry and enterprise to the assistance of local 
authorities. At Camberwell some 500 houses are being 
erected, the local authority finding the money, the local 
trades council finding the labour, and the Office of Works 
finding the technical management and acting generally as 
building contractor. The result is excellent in every way, 
financially, artistically and socially. Labour is brought in 
as a trusted partner and behaves accordingly. 

At Bedford some 450 houses are being erected. At Shore- 
ditch the work relates to blocks of fiats. 

It is very unfortunate that some local authorities have 
saddled themselves with contracts by which private builders 
engage to put up little cott^es at ;^i,ooo each. The Office 
of Works can build such places for several hundred pounds 
per house less. 

It should be observed in what respect this excellent work, 
upon which the Department is heartily to be congratuhtted, 
differs from the munitions work in the war. The difference 
lies in this, that the Office of Works is merely acting as a 
building contractor and its operations are necessarily limited 
by the finance of the local authorities. It would be the 
simplest possible (^ration to turn the Office of Works into 
a great National house-building omcem, supplied with ample 
funds by the central authority (if necessary, by a forced 
aai 
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housing loan). Such an authMity, acting in alliant^ with 
the local authwities and with the local labour bodies, as at 
Camberwell, could make very short work of the British 
housing problem. It could establish power factories for the 
production of doors, 'window-frames, fitments, etc., oa a lar^ 
scale with great eccmomy. Its work could be greatly aided 
by taking direct control of all the combines which now deaJ 
with building materials, including in particular those 
handling cement, wall-paper, and light castings. 

It is not suggested, of course, that a central building 
authority could or should displace the municipalities which 
are already building by direct action. In some cases a central 
authority, however, could act where a local authority is 
neglecting to do so, and in all cases it could act as a co- 
ordinator and assist with plans and materials. It is the plain 
duty of the Government to call the attention oi municipalities 
to the splendid practical results which are being secured bj 
direct action, so that the public may be saved from the heavy 
tosses consequent upon giving work to the contractors.' 

The national reward of such naticmal acticm would be 
out of all propCHtion to its cost. The housing question, 
like war, is a matter of life and death. From first to last, 
between August 4, 1914, and November 11, 1918, we lost 
roundly 600,000 men in warfare. In the same penod 
3,000,000 men, women and children died in the United 
Kingdom. At least 600,000 of the 3,000,000 died premature 
deaths, mainly through disease bred in our unhealthy towns. 
The toll of war has gone by, but the unnecessary deaths of 
peace continue. A policy of direct action, such as we 
practised in the war, is the only means of bringing swiftly 
to an end housing conditions which are as potent a source of 
social unrest as of physical deterioration. 

But it is not enough to build new houses. The existing 
houses should be dealt with <»i the grand scale by the to*n 
authority (i) acting as sole landlord, or (a) repairing houses 
street by street and recovering costs from the owners. Efforts 
should be directed to caning up the crowded areas as new 
building is done on the outskirts and as transport facilities 
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are provided. Strips of well-kept verdure, shrubs and trees 
should sooD intersect the slum areas. The transformation 
of power would make it possible for roses to bloom in 
the heart of every town; roses that are at once cheap and 
priceless. 

The town as sole landlord of its area could make short 
work of the dens which defile our cities. In his "Ltmdon 
Sonnets " Mr. Humbert Wolfe has some mordant lines on 
"The Streets behind the Tottenham Court Road," which 
run — 

Row i^)oa row the j^iantom houses stain 
The sweetness of the air, and not a day dies 
But some woman's child turns down that way 
Aloafr those streets and ia not seen again. 

We sometimes speak of a thing called public spirit. Is 
there never to be a sense of public shame ? 



§ 5 : The Creation of Credits 

The declaration of war would have been the signal for 
the complete collapse of our banking system but for the 
intervention of the State. Yet, although the private banks 
which rule our credit opemtions had to be saved by national 
action, the State throughout the war, as before the war and 
after the war, had to go cap in hand for credit to the very 
concerns which without its aid would have shut their doors. 
The Bank of England itself is a private institution enjoying 
legal privileges, which, instead of working solely in the 
interests of the community, as do the various national banks 
of other countries, has also to consider the interests of its 
own small body of shareholders. 

As for the joint stock banks, they are becoming a close 
mon<^>oly. The process of amalgamation has now given 
us a group of five large institutions which cover by far the 
greater part of the banking field. Their paid-up capitals and 
the amounts of their deposits at December 31, 1919, were as 
follows : 

"3 
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The Five Chief Jokit Stock Banks at December 31, 1919. 

Paid-mf Cafitalr Dtforiti 



ODdoo Joint City snd Midland 








Bank, Ltd. 


8.417,000 




373,000,000 


k>yds Bank, Ltd 


9,421,000 




325,000,000 










Parr's Bank, Ltd 


8.504,000 




305,000,000 


ational Provincial and Union 








Bank of En^and, Ltd 


7,807,000 




253,000,000 


ardays Bank, Ltd 


8,820,000 




290,000,000 




;^42,969,ooo 


£^ 


1,550,000,000 



It will be seen that with very small capitals the j<Mnt stock 
banks handle businesses of great magnitude. 

The aggregate deposits with the " Big Five " are seen to 
aiiKHint to ;f 1,550,000,000. The deposits with all the banb 
Ofl the same date amounted to ;^2 ,300,000, 000. The deports 
of the five therefore represent about two-thirds of the whole. 
The 700 English banks of a century ago have dwindled to 39, 
but the 29 have over 6,000 branches. 

The main (unction (A banking ai^)ears in the "deposits." 
For the greater part, the ;f 2,300,000,000 of deposits consists, 
not of cash deposited with the banks by their custCMOers, but 
oi advances to their custcnners by the banks upon securit;. 
The banks thus create credit. Loans are made, or bills ol 
exchange discounted. The sums advanced appear as "de- 
posits." The deposits are drawn upon by cheque. The 
"money " of the country at any time properly indudes not 
only the currency but the bank deposits. The currency is 
chiefly used in paying wages and in small transactions. For 
the greater part, payments are made by cheques, drawn upon 
what is actually privately created money. So little is this 
understood that we have seen writers in the Press attributtog 
the rise in prices to the creation of a relatively small quantity 
of paper money, and ignoring the vast manufacture d 
"money " by the banks, the deposits of which grew from 
;^i,070,ooo,ooo in 1914 to j£2, 300,000,000 in 1919. 

Banks lend their customers the power to draw cheques 
and so we get our cheque-currency. .When the war broke 
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out the banks were liaUe to a call for over ;f 1,000,000,000 in 
the legal tender — gold, or Bank of England notes, which are 
the same thing as gold, being merely gold certificates.^ In 
normal times the cheques drawn cancel out against each other, 
and the banks know that the call for legal tender will be 
small. If gold were demanded for even a small pr(^x>rtion 
of the bank deposits at one time, all the banks would shut 
their doors. When the war came the Government saved the 
banks from certain disaster by a special bank holiday of four 
days, and by the issue of paper money, which was accepted 
by the public through its confidence in the State — a striking 
lesson in what ought to be the obvious fact that the credit of 
the State is superior to that of any individual citizen or 
group of citizens. The new "Treasury Notes," created by 
the Act of 1914, were, in the words used by the Chancellor 
of the Exchequer (Mr. Lloyd George) on August 5, 1914, 
"Government notes, with, of course, Government security, 
and convertible into gold at the Bank of England." The 
public, having complete confidence in the new "legal tender," 
did not convert their Treasury notes, and the situation was 
saved. 

A week later (August 13, 1914) the Government, to the 
great comfort of the City, guaranteed the Bank of England 
against any loss it might incur in discounting approved bills 
of exchange accepted prior to August 4, 1914. The Bank of 
England, of course, is the Government's banker (and also 
the banker of the other banks). That the State, as customer 
of a private bank, should both give it credit and take credit 
from it is a curious anomaly. 

So the credit of Britain was retrieved. The inverted 
pyramid <A the private banking system was prt^ped. But 
the nation had to save itself — by State action. 

The creati<Hi of credits is a function of extraordinary im- 
portance, which nearly concerns the welfare of the com- 
munity. The rate of interest charged by the banks for loans 
and advances is a considerable factor in the cost of housing 
and of practically every article of- consumption, and while 
money power remains in private hands the community is de- 
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prived of effective control of price. If the Government had 
been in control of credit, the existence of National Banking 
would have simplified the financial operations of the war, 
which would have presented no difficulty as far as internal 
exchanges were concerned. 

The war over, the possession of a National banking system 
would have enabled the nation to address itself with facilit)- 
to the problems of reconstruction. The case <rf housing is 
an outstanding example of the advantages of a national credit 
institution. The building of houses is almost wholly cc»- 
cemed with domestic materials and domestic services. The 
production and exchange of these could be financed to anj 
extent by a State Bank with absolute safety and security, for 
the credits created would be in respect of buildings immedi- 
ately formed and immediately productive of revenue. The 
present deplorable process by which public authorities an 
borrowing the credits, great and small, iA private citizens, 
at large rates of interest, by an expensive process of advertis- 
ing, would, of course, be entirely unnecessary, and all iis 
waste, delay and futility avoided. 

There will come a day when it wilt be found difficult to 
persuade a schoolboy that there once ^sted in his countiy a 
National Government which gravely borrowed 15s. 6d. from 
a domestic servant and promised to turn it into 20s. fw her 
in five years. 



§ 6 : The Public Health 

The case for the immediate nationalization of the medical 
services, including the hospitals and pharmacies, is a vet? 
strong one. 

There are about 34,000 ph)rsicians and surgeons practising 
in the United Kingdom, or one to each 1,400 of the popu- 
lation. It would be a small proportion if the medical 
services were equally distributed, but medical men, like other 
people in a ccunmercia! market, are driven to seek income 
where income is to be found. The pr(4»rti<Mi of medical 
men attending the poor is therefore very much smaller than 
one in 1,400. 

aa6 
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If the recruiting revelations of the war led us to establish 
a free State medical service, the 600,000 lives lost would 
not have been spent in vain, even if they secured no other 
result. 

From the point of view of national ecwiomy, no more 
lucrative investment could be imagined. The present cost 
of the "panel -" doctoring, added to the expenditure on 
quackery, could furnish a great and well-paid profession, 
which would be relieved of monetary cares and enabled to 
devote itself to the public health in the spirit which is every- 
where shown by the existing medical officers of the local 
authorities. The hospitals would no longer be begging in- 
stitutions consuming enormous quantities of printing and 
the services of many secretaries and clerks in the attempt to 
keep their heads above water. The nurses would no Icmger 
be the underpaid and overwwked drudges which the volun- 
tary hospitals make of them. The pharmacists would be 
changed from competitive shopkeepers into what they desire 
to be — professional men following an honourable calling. 
The quack and his advertisements would disappear. The 
reaction upon society and industry would be profound. 
"Plenty of work and a heart to do it," quoted Mr. Justice 
Sanluy to the Coal Commission. There can be little heart 
for work in the hygienic conditioning of much of our labour 
power to-day. 

The case as to dentistry is deplorable. There are only 
5,400 registered dentists in the United Kingd(»n, but the 
streets of our cities are lined with the advertising show-cases 
which betray the unqualified tooth jobber. Not a day passes 
but thousands of ignorant folk are preyed upon by these 
quacks, with results from which many of the patients suffer 
all their lives. In frequent cases good teeth are deliberately 
extracted to make a job for fitting artificial teeth. The 
socialization of dentistry is an urgent necessity, and the 
work of the profession should begin in the school. 

The opportunities of a medical man in a National Medical 
Service would be enlarged and ennobled. The world has just 
mourned the death of that remarkable State officer, Surgeon- 
General William Crawford Gorgas, of the United States 
Army. Because he was a public servant he was able to 
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utilize, as had never before been done, the work of Sir Ronald 
Ross and 'Others who had discovered that malaria and yellow 
fever were carried by mosquitoes. The French failure at 
Panama, in spite of the brilliant work of de Lesseps, arose 
from two causes. The first was the jobbery and peculation 
which attached themselves in this, as in so many other cases, 
to private enterprise. The second was the destruction of 
health by tropical disease. The State oi^nizatitm of the 
American Government supplied adequate capital and efficteni 
plant, while disease was fought and utterly defeated by a 
State official, Surgeon-General Gorgas. The Panama zone 
was drained, the breeding grounds of the mosquitoes exter- 
minated, and the area made so healthy that fever and malaria 
disappeared. It is notable, too, that the public ^irit of 
Gorgas was shared by the officials who served under him, 
many of whom valiantly submitted themselves to dangerous 
experiments in order to secure the success of the work. It 
was a triumph which will help to make the tropics exceed- 
ingly fruitful to the world. 

It should not escape attention that if Gorgas had been a 
private individual of exactly the same qualities, and possessed 
of exactly the same amount of knowledge, skill and enter- 
prise, he could not have banished the mosquitoes from 
Panama. The thing had to be done thoroughly. Every 
pool had to be drained or oiled, and every private persoi 
compelled to save himself and his neighbours by making i< 
impossible for the insects to breed. The necessary powers 
could not have been obtained by a private person, however 
clever and however determined. Thus it is with oigaoic 
diseases in our society. We know how to get rid of them, 
but no one has authority to do the necessary work, and the 
private doctor can do no more than tinker with diseases which 
are allowed freely to breed and, indeed, deliberately provided 
by private enterprise with suitable breeding places. The 
price is paid in the ill-health or premature death of millions. 

The moral has also been pointed by Sir R<xiald Ros 
himself. Writing to the Times on July 24, 1930, he said; 
*' I for one have never been employed by my countrymen in 
an executive capacity to g^ve ^ect to my own suggestkws. 
On the other hand, Gorgas worked with the whole su^w" 
asS 
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of the American State behind him." Ross, the dbcoverer, 
had no State backing; Gorgas, the organizer, wielded the 
authority and material aid of a strong Government. 



§ 7 : Some Other Prime Factors 

It is not within the scope of this book to review in detail 
every factor of national organization. I have referred at 
some length to certain matters which demand instant deter- 
mination ; there remain others of great import upon which I 
will briefly touch. 

High among the measures of urgency I place the necessity 
to give freedom to municipalities to pursue any works or 
enterprises whatever, save certain scheduled industries such 
as alcohol, railways and electrical power, which need national 
direction. I attach the very greatest importance to this 
matter. When I examined German municipal institutions 
some seven years before the war, I was so strudt with the 
splendid results of German local autonomy that I introduced 
into Parliament a Bill to give similEir freedom to British local 
authcMities. I was amused to find that what was regarded as 
a proper freedom in "bureaucratic " Germany was regarded 
with consternation by apostles of "freedom " in England. .It 
is absurd that Manchester or Birmingham should not possess 
the same right to trade as either (i) Cologne or Frankfort, 
or (2) a number of irrespon^ble individuals who have never 
seen each other and who put up money to establish a joint 
stock company from which they hope to draw dividends. 
The town company, which is a really live entity with a soul 
to be saved, should at least have as much power in economic 
matters as a concern registered under the Companies Acts. 
It would also be a great gain to relieve Parliament of its 
needless and expensive surveillance over the conduct of 
responsible local authorities.* 



for the benefit c 
ba[»«n in Gemuuiy. 



[polity, desiring to eat«blidi a hospital, had to a 
"9 



Dig-izedtyGOOgk- 



The Triumph of Nationalization 

The nationalizatiMi of land is as necessary for the fullest 
agricultural development and afforestation as for the best use 
of area for civic amenities and for housing purposes. I 
pointed out fifteen years ago, in "Riches and Poverty " (first 
edition, 1905), that to nationalize the whole of the land out^de 
the towns would be an extraordinarily good financial invest- 
ment for the country, as the price of food was rising and 
would certainly continue to do so. In the eleventh edid(» 
(1910} I showed that already the price of foreign wheat bad 
risen (1909) to 39s. a quarter as compared with the 30s. of 
1904, and that nationalization "would put us in possession at 
an absurdly low price of the opportunity to re-create our social 
structure and the means to dispense with all taxation in the 
time to come." 

Even if the war had not come we should have missed a 
tremendous opportunity, but the war has had consequences 
that would have made the nationalization of land before the 
war an asset which would have relieved British ChancelkMS 
of the Exchequer of all anxiety. Fortunately the case is not 
one of the Sybilline Books; stil! opportunity offers. As time 
goes on, our home supplies of food will become increasingly 
important, and from every point of view it is necessary to 
regard every acre of British soil as a precious commodity." 

Mmuasioa of the Uioutiy of Health, which foitmuitel; wa* not withbdd 
(April, 1910), but how atMoid it ia thkt while a piivate indiTidnal ii In< 
to Tim a shain hospital for private profit, a great city should bavc to Mii 
powers to eMsUidi a tine hospital foi the public good. 

' On the qnestion Of the finance of land nationalization, the Land Natioo- 
alization Society points out three methods of purchase which would result in 
exactly the same cost to the State whichever were adopted. The esampls ii 
that oi a property the agreed value of which is ;C'>o°° '• 

[a) Payment in ^\,oixt of Government "Land Bonds" beuiag 
interest at the rate of 4}^ per cent. p«T cumnoL (payaUe haU-ycaily), 
repayable at pat by an annual sinking fond of 58. per ^loo bead, 
wbidi will suffice to pay off the loan in its entirety in aiity-seven yean. 
(A) Thirty annual payments of ^63 4s. ; and then no further cacn- 



(«) Forty annual payments of ^£56 6a., and then no further caa- 
pensatioiL 
The State would immediatdy aecnie a rental equivalent to at least the amomil 
of interest payable and madD more as development proceeded. 

On this questioo oi tbe methods of land nationaliiaticn, a valued cone- 
spoodent of min^ lilm«rff both an enlightened landowner and scimtific 
farmer, wrote me u 1916 as follows : 

"Why not tbe Anstralian method of State resumption? Thse, irikcre 
land is concentrated in estat ' . -- ■ ..... 

large from the national point of t 
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The matter of securing British food supplies would be 

simplified but not settled by land nationalization. There 
remains the all-important question of maintaining imports. 
This should be the proper function of a permanent Food 
Ministry, or of the Food Executive of a Ministry of Supplies 
dealing with both foods and materials. Such a Ministry, 
or such a Department oi a Ministry, would be charged with 
the important functions of maintaining those supplies <^ food 
and materials without which the British econ(Hnic system 
would break down. On the one hand the Food Executive 
would be in touch with a Food Production Department, and, 
on the other band, it would be in constant council with the 
Governments of British Colonies and Dependencies and of 
foreign countries. This matter is dealt with at greater length 
in a succeeding chapter. 

A relatively small, but nevertheless urgent, matter of ex- 
ceeding importance is the milk supply. The case here for 
national and municipal organization is overwhelming. Milk, 
a superb food of perfect proportions, which, as our -sophisti- 
cated minds can only too easily forget, is in a state of nature 
never exposed to the air, is a perfect cultural ground fcH- the 
germs of disease. It is produced and distributed under con- 
ditions which are a reproach to a scientific age ; contaminated 
milk kills thousands <^ infants every year. ,We have no ex- 



. 1 tho Land Settlmmt DepartoMiit — this it an importaiit 

feature — for it lemoves the numagcmeat OL the l»nd irom tbe control of tho 
Miuiater of Agiicalture, who goei out with his putr. 

" The Setuenieat OepaitneiLt deab Kdth tiM aittuig teaants, isadjiuta the 
aiie of the ianu, wid ^acaa new litridaia on the axe*. The faimeia paj an 



■officicnt to redeem the scrip held by the OTlginal owner. The whole opera- 
tion costa the Tieaamj not one peony. Diuing the piocen of paying the 
SettJemeat Department has the erer-increasinK sinking fund, which it atiUiea 
to create credit banks, etc. I expect tou know all this, but why should 
not this aystem apply in this country? Of conrae, in Austraha tbe new 
farmers become owners — which on the whole I would prefer, but if the 
Government ia firmly opposed to this, it would still be possible withetit 
making the aimual charges too high (candderlnK the new conditioo to be 
created) for the farmai to pay the sinking fond, and in the end let tbe 
Stale land be owned by tbe State, as la the case under the present Small Hold- 
ings Act. In regard to the landowner, his ntt incttna should be ascertained, 
and he should be given such a aoni aa wotdd, invested at 4 per cenl, fcive 
him a similai income. Further, I fed very strongly that any landowners who 
are prepared to farm sdentlflcally themselves should be allowed to retain a 
certain area, ai in Deimiark." 
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cuse for not knowing this, and none whatever for not bringfiog 
to an end private traffic in a commodity which cannot salely 
be entrusted to commercial methods.* 

To make the entire food supply, in all its stages, a public 
service, would be a matter of small difficulty and great gain. 
The waste of the present system is very serious, and became 
apparent to all our Food Controllers. Mr. G. H. Roberts, 
M.P., the fourth Food Controller, has pointed out to what 
a "scandalous extent " the incomes of the people pay tribute 
to the food middleman.* Oranges, for example, are handled 
by about half a dozen more trades than are necessary during 
their journey from Spain to the London fruit-shop. The 
between-agents, and not the grower, present a big bill to the 
final purchaser, and change an absurdly cheap article into a 
luxury. This is true both of foreign and home producti<M)S. 
Before the war Mr. Christopher Tumor estimated the middle- 
men's profits on milk as loo to 120 per cent. ; on small fruit 
as 100 to 150 per cent, ; and on peas, beans, carrots, etc., as 
from 100 to 180 per cent. Mr. G. H. Roberts tells us thai 
the fruit baskets of the dealers are made to play a part which 
reminds us of the comic adventures erf the privately owned 
railway trucks. It appears that the fruit baskets of each firm 
bear the firm's own registered trade mark, and by mutual 
agreement the baskets of one grower must be strictly reserved 
for use in that centre where his business is done. If, therefore, 
there is a glut of apples at A and a shortage at B, the glut 
cannot be used to relieve the shortage unless there happens 
to be at A, in addition to too many apples, sufficient of the 
baskets of firms at B. Mr. Roberts observes on this : 
"Surely the common sense of a practical nation should refuse 
to tolerate mumbo-jumbo nonsense of this descripticm." But 
what is the nation to do under existing circumstances ? The 
nation is run by the interests which are vested in the tea 
thousand eccHiomic absurdities which waste and degrade 
labour, hold up commodities and frustrate production, and 
which use the Press to tell the people that it is Government 

' In The Milk and Daliiea Bin, 19*0, is a claoae empoweriiig txj local 
•anitary antboiity to aiqiply and diBtiibute milk by a achems af^rored b; 
Uie Ministry of Health. Thii ia ezcelleat aa far aa it goea, 

' Londco Evening Ntwi, July 15, 1930. 
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Departments which waste money and private enterprise which 
creates wealth. 

Sir Arthur Conan Doyle drew attention in the Press in 
1919 to what he called the monstrous condition of affairs in 
die market garden industry which supplies London with 
most of its vegetables. He showed what huge profits were 
being made by the middlemen : "What the wholesale dealer 
buys for id. or ijd. he passes on again at 3d. or 4d." Sir 
Aitbur went mi to say that, if it is pleaded that the expenses 
of the market cause such inflation, "Covent Garden should 
itself be abc^ished and a Government market established." 
Of course it should. I often wonder that, as some part of 
this particular evil is open to the light of day, it escapes the 
observaticHi of the public. Let Covent Garden market and 
the stalls that surround it be examined. It is a picture of 
extravagant waste beyond the power of words to exaggerate. 
It is pitiful to see bundles of vegetables wilting amidst the 
squalid disorder — deteriorating even while their price is rising 
hand over hand. Sir Arthur Conan Doyle says that "a few 
clean-run British o£Rcers with plenary powers would very 
soon set things right." It may be added that a group of boy 
scouts could be trusted to make a more economic organization 
than that which now plays ducks and drakes with the fruit 
and vegetables of Lcmdcm. 

Mr. McCurdy, our fifth Food Controller, has expressed 
himself very strcmgly on this subject. Speaking of the high 
price of fruit and vegetables (July, 1920), he pointed to the 
present distributive system as the root cause of the trouble. 
As chairman of the Departmental Committee on the Whole- 
sale Food Imports of London, he could hardly fail to be im- 
pressed by the muddle and waste of the existing system. I 
quote some of his statements because of the authority which 
attaches to his utterances in view of his special sources of 
information : 

"I have time and again been impressed by the complexity 
of the methods by which we achieve so simple an (^ration as 
bringing, say, a cauliflower frcwn the grower in Kent to the 
housewife at Golders Green. Every one of the ten milli<Hi 
packages of fruit imported yearly into London is taken mce 
<x twice across the heart cA London at an appreciable and, to 
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the majority of case^ an unnecessary, expense. There is, 
roughly, an average of 974 tons of fruit and vegetables carted 
into the London markets and out of them every day either for 
other markets in the circle of Greater Lcmdon or to rail 
stations for towns In every comer of the .United Kingdom. 1 
am not surprised at the story heard the other day of a house- 
wife who was paying sevenpence a bunch for radishes sold 
by the grower at three farthings within twenty miles of her 
kitchen." 

Mr. McCurdy sees the nature of the evil quite plainly, as 
he could hardly fail to do, but what has he to say by way of 
remedy? "In theory," he says, "there is, (rf course, no 
reason why the Ministry of Food should not create the neces- 
sary machinery. We might reorganize industry oa sound 
business lines, and compel individual traders to fall into line, 
but that cannot be done in Great Britain." It is plain, there- 
fore, that the Food Controller of July, igao, sees the tMnedy 
as clearly as the disease, but he has the misfortune to face 
circumstances in which "sound business lines" are not fm 
htm. 

As has been indicated, the scientific control of imports c^ 
raw materials is not less important than the organizati<Hi of 
food supplies. The shortage of cotton is an outstanding 
example of the results of neglect. In 1920 every citizen (A 
the United Kingdom is paying a heavy fine for past neglect 
of the magnificent pMsibilities of cotton-growing which have 
always existed in the British Empire. It is not generally 
realized that the cotton plant is not indigenous in the south 
of the United States, from which we derive the bulk of our 
present supply, and that, if we had cared to do s<^ we could 
have developed in the British Empire a cotton area superior 
to that now possessed by America. The Manchester school 
left Manchester short of cotton. 

And let it be added, for it is true, that when we neglect 
the development of the British Empire we are neglecting a 
world heritage for which we are answerable to the world at 
large, every part of which suffers by the neglect of any of 
its parts. 

In considering housing, it was remarked that it was esseo- 
' tial to take over the great combines dealing with building 
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materials. The public welfare demands the nationalization 
of all monopolies and qua^-raonopolies controlling commodi- 
ties of importance, fr«n soap to sewing-cotton. The form <rf 
these concerns makes their nationalization a matter of no diffi- 
culty. Those who made them builded greater than they knew. 

Insurance is an industry which will ultimately disappear 
through (i) Nationalization, which effects automatic insurance 
by nationally pooling risks, as in the case of the Royal Navy ; 
and (2) the extension of indemnity against common personal 
risks. In the meantime, insurance of all kinds should be in 
the hands of the State. The present insurance concerns, 
with their thousands of palaces and offices, and armies of com- 
petitive officials, are exceedingly wasteful. In Australia the 
State insurance experiments have been trtumj^ntly success- 
ful. Thus, in Queensland the State took over workmen's 
compensation insurance and, as a result, is actually giving 
double the benefits for the same premiums. 

Nor can this brief and broad review of urgent economic 
needs be brought fitly to a close without some reference to 
the individual factor. We shall come presently to the con- 
sideration of the psychology of work and the relations of 
working men to working institutions. Here it is necessary 
to say that in a world which yearly grows more dependent 
upon scientific aid and scientific method, it is criminal to 
leave our people without a scientific education. We can take 
no pride in, and never obtain a full increment of wealth from, 
a great population engaged clumsily upon scientific processes 
which it does not understand. It is a sad thing to find an 
"electrician " working by rule^of-thumb without knowledge 
erf electricity. It is worse to find a captain of industry, with- 
out scientific knowledge, attempting to Iniy brain power as 
though it were inert raw material. Our people, whether 
masters or men, and however grouped or disposed in institu- 
tions good or bad, cannot do their best without entering into 
the glorious heritage of acquired knowledge which science 
has given us. 
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CHAPTER XIII 

THE NATIONAL AND THE INTERNATIONAL 

§ I : World Econoux and the League op Nations 

ALTHOUGH the League of Natitms is primarily an 
^\ institution for the prevention of war, its Articles make 
specific reference to the prcHiiotion of humane labour 
laws; alt international bureaux or commissions t'n esse may by 
consent be placed under its direction ; and all such bodies in 
posse are automatically to come within its governance; 
further, the League may collect and distribute infwination 
on any subject of international intereS regulated by general 
conventions, but not under the control of international com- 
missions. 

Great possibilities of world development lie in these 
provisions. 

The world is being wasted by its people, and its leading 
civilizations are the chiefest agents of waste. It is not less 
important to unite the nations for mutual economic aid than 
for the keeping of the world's peace. Indeed, a proper 
realization of the ecohomic interdependence of naticms and 
of the grave possibilities of famine may do much to prevent 
war. 

The greater part of the world's natural resources is at pre- 
sent resigned to the exploitation of irresponsible private ad- 
venturers. Coal, mineral oil, virgin fertility, forests, mtfals, 
minerals — all alike are for the greater pfut in the posses^(Mi 
oi private powers, or loosely leased to such powers fcH' 
development. 

The chief characteristic aS all such exploitation is its pro- 
fligacy ; its motto : *' What has posterity done for us ? " The 
squandering of the best supplies is proceeding at a rate which 
threatens the world with famine in respect of many materials 
of primary importance. Nor is the danger one which con- 
cerns a remote future; in the lifetime of many of those who 
^36 



DigizedtyGOOgle 



The Natumal and the International 

read these lines serious shortage will arise in a number of 
products unless science finds means to rescue us iiom the 
consequences of commercial waste. 

Conservation and wise develc^ment — these are not to be 
expected of the commercial adventurer. For him it is enough 
to despoil the forest; to cream the mine; to pass on to fresh 
fields of immediate profit. It is no one's business to inter- 
fere. In America Mr. Roosevelt established a National 
Conservation Commission, but it was defeated by technical 
forms, and its work has been taken up by a voluntary 
body which can only plead where a Government should 
command. 

In the field of organic production there is much to do. In 
1920 the wOTld's cereal production is expected to be poor. 
The crops are inadequate for the world's bread-eaters. 
Expected to be foor! 

So little wisdom has the world yet learned that it is content 
to take note (A the extent of its cereal acreage after private 
individuals have elected to do much or little to contribute to it. 
We gravely collect information as to what has been done to 
feed us by private irresponsible uncoordinated unorganized 
agencies and then announce to all whom it may concern that 
the position is serious, for by so many millions of acres the 
world is short of the crops it needs. 

Consider the position of our Food Controller. On May 6, 
1920, he declared, upon information received : 

"The United States of America will have 4,000,000 tons 
less to export (in the cereal year August, 1920 — July, 1921, 
that is) than in the current cereal year (August, 1919 — July, 
1920). There is a reduced production in the Argentine ; there 
is a large fall in the supplies of Australian wheat ; in fact, the 
only wheat-producing country in the world in which there is 
any increase is in India, where there is an increase of some- 
thing like 1,500,000 tons, which will not be wholly, or to 
any large extent, available for export." 

Truly a serious outlook. Let us consider whether such 
emergencies need ever arise. 

In a world governed on principles of mutual aid, the 
statistical department of the League of Nations would prepare 
annually, with the aid of each constituent Government, an 
837 
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estimate of cereal needs. Taking counsel together as to these 
needs, the representatives of the nations upon the League's 
Food Executive could inquire how best to satisfy the require- 
ments of importing countries. A scheme of adequate worid 
production could be arranged — i/ each Government was in a 
position to control its own economic development. That con- 
dition precedent is so important that it is welt at this point 
to return to the experience oi war and what it teaches us of 
world-wide possibilities. 



§ 2 : Inter-Allied Economic Action 

The war would have been badly lost by the Allies if they 
had not taken joint economic action. Such action began with 
the fonnation of the Commission Internationale de Ravitaille- 
ment (familiarly the C.I.R.) which was set up in the early 
days of the war to prevent competition in buying by France 
and ourselves; subsequently this body included die other 
European Allies. It did good work in the eomomic pur- 
chasing of hoots and clothing and other supplies for the 
Allied troops. 

Early in the war, too, the blockade was made a matter of 
inter-Allied conference and action. 

At the end of 1915 it was found necessary to make inter- 
Allied purchases of wheat and maize. In December, 1916, a 
formal "Wheat Executive " was set up, upon which Britain, 
France and Italy were represented, to buy cereals in commtMi, 
to allocate supplies out of the pool, and to arrange for the 
necessary transport. The great success of this work led to its 
extension to meat and animal fats, oleaginous produce, sugar, 
nitrates and petroleum; separate purchasing and pooling 
bodies dealing with each of these things. 

In all these matters, as time went on, tminage became a 
vital and deciding factor. As the submarines reduced the 
Allied shipping, the difficulties of supply increased. The 
chattering of mutual shipping was pooled early in 1917 and 
controlled by an inter-Allied committee meeting at the 
Ministry of Shipping. 
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Later it became clear that a better organization of the 
Allied dispositions was necessary. With every week that 
passed tonnage diminished while the demands upon it 
increased. 

The Allied Maritime Transport Council was accordingly 
organized in March, 1918, to co-ordinate all the demands of 
the European Allies and to relate them to the tonnage avail- 
able. It was a matter of cutting the supplies according to 
the ships which served to carry them. In effect the Allied 
Maritime Transport Council performed for the Allies as a 
whole the work which the Tonnage Priority Committee did 
for British supplies (page 88). 

The Allied Maritime Transport Council (whose members 
were Allied Ministers) worked through an Executive Com- 
mittee (whose members were the Allied Ministers' depart- 
mental representatives), under which Sub-Committees dealing 
respectively with tonnage and imports received and digested 
the reports of National Executive Committees. 

The Council was in liaison with a body known as the 
Inter-Allied Council for War Purchase and Finance, which 
dealt with American supplies under an American chairman. 
The importance of this will be realized when it is remembered 
how great a part the American supplies, secured by the 
Atlantic concentration of shipping, played in the last two 
years of the war (page 85). 

The various import needs of the Allies weie put up to the 
Allied Maritime Council by 

(fl) The Inter-Allied Food Council, consisting of the 
four Food Controllers, and co-ordinating the Executives 
dealing with wheat, meat and animal fats, sugar and olea- 
ginous produce. 

(b) The Munitions Council, consisting of the various 
Ministers of Munitions with an American representative, 
co-ordinating the work (rf seven "Programme Com- 
mittees," each dealing with a branch of munitions supply. 

(c) Certain other Prc^ramme Committees, dealing 
with supplies other than food or munitions, sudi as coal, 
cotton, wool, flax, hemp and jute, timber, hides, mineral 
oil, paper and tobacco. 
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In the accompanying diagram the scheme is clearly out- 
lined." 

So prc^ammes of requirements were drawn up wHb due 
regard to national production and stocks, and submitted to 
the Allied Maritime Transport Council's Executive, to be 
wngbed, co-ordinated, and adjusted to the tonnage position. 

In the fall of 1918 very serious decisions had to be arrived 
at. The collapse of Germany and Austria made it unneces- 
sary to administer the hardships which another year of 
warfare would have inevitably imposed up(Hi the Allies, and 
the Transport Council came to an end, although in disscAutioa 
its work and its personnel were of assistance to the SujHeiiK 
Economic Council, which will in its turn soon dissolve. 

The relevance of this vitally important (but little knows 
or understood) war work to the subject fA world-economy will 
appear. It is true that the Transport Council— child of the 
British Ministry of Shipping — ^was an inter-Allied and not an 
international CM^aninLticm. True also it is that it pooled not 
the world at targe but four nations purred to tx^aaa by 
ccHnmon and imminent danger. Nevertheless the possibility 
of economic union in circumstances of grave difBculty was 
demonstrated. It was impossible to take part in such work 
without feeling that, sooner or later, in circumstances oi 
peace, men of a more fortunate day would meet in counsel 
not to pool supplies in face of a common enemy, but to furtber 
the wh(^ world's economic development. 



§ 3 : National Organization the Condition Precedent 

But international economic organization cannot be sened 
until national organization has taken place. If in the war the 
Allies were able to take joint economic action and to pool 
resources ion mutual aid, it was because the Allies had taken 
charge of their respective economies. Mr. J. L. Garvin, in a 

' The chief oigaoiur of the Allied Huidnie Trmarooit CooDcil «*s * 
ciTtl MiTBut, Ui. J. A. SaUer, Diiector of BAquiiitioaing to the MiniOT 
ri Shipping. Bis work was of great inqioitance to the Allied cue^ w 
' , after the close of tiia « 
latioBB Commiation. 
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an hii ooIlBagues and friends rejoiced whea, after the cloee of tiia war, H 
— • appoiatod Secretary-GODeral to the Repaiatiosi Commiation. 
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thoughtful and suggestive work,* has dared to dream of 
"world partnership as the truer basis of the League of 
Nations," but the woilA cannot achieve an economic federa~ 
Hon until its components have each achieved National 
organization. No economic partnership is possible between 
nations, each with its traders carrying on internecine warfare, 
owning no allegiance to authority, and producing or distri- 
buting without plan, measurement, or co-ordination. 

Let us now resume the consideration of the case of the 
postulated Food Executive of a League of Nations taking 
measures to ensure the supply of the world's bread (page 238). 
We saw that a sufficient world output could be arranged if 
each Government controlled its own economic development. 

Given such control, the Executive could allocate wheat 
acreage throughout the world, allowing for a proper mat^n 
for contingencies. Each Government represented could be 
in a position to undertake to put so much land under corn. 
A balance of export and import could be arrived at. The 
world would get its needed bread, without fear of failure. It 
would no longer be possible for a Food Minister to announce, 
after a year's sowing, that owing to an inadequate wheat 
acreage a partial famine in bread was in sight, as though 
man were not, in the matter of corn, master of his own fate. 

There are doubtless some who will dismiss such concep- 
tions as dreams. Dreams they may be, but not idle ones. 
Rather^ 

Such dreams as, waking from, a man shall move 
To liigfa emprise until his dreams come true. 



§ 4 : Inteb-Imferial Conservation, Development and 

SUPPLX 

But plans for the conservation of supplies and for the 
enabling of commerce need not, for us, wait upon the develop- 
ment of the League of Nations. The British Empire consists 
of one-fifth of the world's finest land, and one-fourth of the 
world's people. It need no longer resign Imperial economic 
■ ■■ Tb« Economic FonndatioiiB o[ the Peace." 
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development to the private speculator. Let us consider what 
has been and what may be done. 

A first collection of Imperial statistics was published by 
the Board of Trade-in 1905, but not until 191 1 was any serious 
attempt made to take stock of the Empire as an eoMiomic 
whole. TheHf on the motion of the late Sir Wilfrid Laurier, 
at the Imperial Conference, a Royal Commission was set up 
to investigate and report upon the natural resources <rf the 
Empire, "the development attained and attainable, and the 
facilities for production, manufacture and distribution, the 
trade of each part with the others, and with the outside world, 
the food and raw material requirements c^ each, uid the 
sources thereof available." The Commission has published 
reports of unequal value which have had small atteoticMi. 

As for the development of Imperial products and thnr 
exchange, such things were resigned entirely to the privau 
^>ecuIator. Take, for example, the remarkable case of West 
African oleaginous produce as it existed before the war. We 
possessed extensive colonies protected at the expense of the 
British taxpayer. We left the exploitation of the produce of 
the colwiies to haphazard effort. The private trader could be 
enterprising or not enterprising, as it pleased him, and ve 
were content to pay the bill. In fact it was the German 
private trader who proved to possess the most enterprise in 
this connexion. German citizens waxed fat on the edible nuts 
which British citizens found it too much trouble to deal with. 
In the year before the war, of 430,000 tons of vegetable oils 
and oil nuts exported from British West Africa, as many as 
327,000 tons were exported to Germany, and only 129,000 
tons went to Britain. Germany and Holland developed enor- 
mous margarine industries based on British produce. The 
Dutch manufacturers found a splendid market for margarine 
in the United Kingdom. Here was economic circumlocution 
with a vengeance. 

Thus also with the nickel of Canada. At the Restriction 
of Enemy's Supplies (Blockade) Committee, early in the war, 
we found ourselves confronted with the fact that the nickel 
supplies of Canada were mainly exploited over the border, in 
the United States of America. As nickel was a war material 
of primary importance, this was very unfortunate for us— a 
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typical and alarming instance of the results of hisses faire. 
Similarly with the zinc concentrates of Australia, which had 
been shipped oS to Germany under a contract which would 
not expire for many years after the war, to con6rm the Ger- 
man monthly of the spelter trade. So again I found myself 
on the Blockade Committee studying, with others, how to 
atone suddenly in time of war for an economic neglect of the 
first magnitude. The British Empire, covering one-fifth of 
the world's land, actually bad not a zinc industry worth 
mentioning, and was hard put to it to find material to make 
cartridge c&ses I 

Whether in peace or in war it is both dangerous and 
wasteful to abandon Imperial conservation and trade to pri- 
vate hands. We need concerted Imperial action to make use 
of the best brains of the Empire; to secure alike the full 
development and conservation of Imperial resources and the 
greatest economy in the interchange of products. 

For example, to return to the illustration of the palm 
kernels of West Africa, it is not in the best interests of the 
natives of West Africa, or of the good government of the 
colonies, or of the ultimate consumer of vegetable oil or 
margarine, that either the collection of the easily won pro- 
duce, or its shipment to the place of use, should be resigned 
to private enterprise. A sane method of Imperial organiza- 
tion would be for a properly equipped department of the local 
government to organize the collection of the produce with due 
regard to the welfare of our native subjects. Such of the 
produce as was needed in the United Kingdom would be dealt 
with by an Imperial authority without the interventt<Hi of a 
single middleman, and go straight to its place of use without 
tra£Sc. 

With a self-governing colony like Australia or New 
Zealand, inter-Imperial bargains could be made between 
expert commissions set up for the purpose by the home and 
colonial Governments. In the case of wheat, a British 
"Wheat Executive " would buy up entire crops as it did in 
the war. The wheat would come home without the interven- 
tion of middlemen, and all improper manipulation would be 
prevented. It would be dealt with on the grand scale and 
passed on to its places of use. As it is most important to 
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have a national milling industry and municipal bakeries, 
there could be further great economies. Even with these 
trades in private hands, however, the wheat could be handed 
out to millers at an agreed price, the milling trade in its turn 
selling its product at an agreed price to the bakers' federa- 
tions, and the latter again producing bread of guaranteed 
quality with a fixed margin of profit. 

Simultaneously, the home producticm of wheat here would 
be bought up by the Wheat Executive at such a price as to 
give fair remuneration, while County Agricultural Com- 
mittees, as in the war, would determine a proper quota of 
wheat acreage for each county. The National Wheat Execu- 
tive, deriving its wheat from different sources at different 
prices, would deal with them in such fashion that the ultimate 
consumer of bread would be secured in the lowest price pos- 
sible as a resultant of the averaging of many different 
supplies. 

Such a policy would do much to save us from grave short- 
ages which are only too likely to arise ; the greatest d^ree 
of safety, however, could only be secured by such a world- 
wide policy of development and exchange as has been already 
described. 

As with wheat, so, inuto.i\s mutandis, with wool, meat, 
tea, metals, etc. Bulk transactions would give not only 
security but the greatest degree of economy, because cA the 
simplicity of large-scale action. The grasp of Imperial pro- 
ducts in bulk commenced in the war. It must extend until 
commerce has gained a new meaning. It is high time that 
we won out of methods of Imperial traflSc carried on by the 
petty machinery of individuals, who have made no advance in 
method upon the transactions of the thirteenth century. 
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CHAPTER XIV 

OF ORDERS AND FREEDOMS 
§ I : Of the Word Nationalization 

IN the first page of his "Principles " (1848) John Stuart 
Mill remarked, and was properly castigated by 
Ruskin in " Munera Pulveris " for remarking, that 
"Everyone has a notion sufficiently correct for common pur- 
poses of what is meant by wealth." It is sometimes said that 
the term "Nationalization," which has appeared so frequently 
in these pages, is vague, and that by it different people mean 
different things. As to that it may be observed that at least 
one would be more justified in saying of Nationalization that 
"everyone has a notion sufficiently correct for common pur- 
poses of what is meant " by it than Mill was of his subject 
matter — if it be the subject matter, for even that is disputed — 
of political economy. 

The blameless dictionary says that to Nationalize is to 
"make National," and there is nothing vague about that. Its 
meaning is as clear as rt is impeccably respectable. It is per- 
fectly true that Nationalization has taken many forms and 
may take many more. For that very reason it is the better 
word, since it expresses no doctrinaire conceptitm of any 
specific social or industrial form. It ought not to cover any 
such form, or to be interpreted to describe exclusively any 
existing or projected institution. Science, which has already 
taught us much, is destined to teach us much more, and if 
we arc wise we shall ever Be prepared to mould our institu- 
tions and conceptions of social and industrial possibility in 
the light of acquired knowledge. It is just because our in- 
stitutions so far have not paid sufficient respect to science, 
that they fail to yield a proper fruition. It was just because 
Adam Smith did not know what science had in store for 
capita] undertakings, that he denounced joint-stock companies 
MS 
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as impossible in a sane industrial order. Those, therefwe, 
who devise oi design social or industrial institutitxis as per- 
fect or unalterable expressions of econcMnic wisdom or possi- 
bility, are seeking to apply to conditions which are always 
changing the necessarily imperfect knowledge of a period of 
human transition. For example, the discovery of how to use 
atomic energy would sweep away coal-mining and probably 
make much of factory life happily obsolete. 

The term Nationalization is useful because the nation is 
an existing and convenient economic unit, and because it is 
our duty to ourselves and to the world at large to make the 
best possible use of that unit. In so far as the term covers 
a multitude of methods and plans, it has virtue for another 
reason — that in our own day and generation industries are 
unequally advanced, and demand, on that account, varying 
forms of organization. Again, industries differ inherently 
in character, so that what are good rules for one industry are 
not necessarily good rules for another. Moreover, if we 
bring any industry within the ambit of public ownership, 
there is usually more than one way of conducting it with 
advantage. Thus, if we take the familiar illustraticMi of the 
railway, the nationalization of railways in Denmark, Prussia, 
Sweden, Italy, Australia, Canada, has taken many forms of 
considerable variation in detail, but has been none the less 
successful on that account. Equally with municipal institu- 
tions, the practice of Municipal Socialism, which oontrt^ 
thousands of millions of pounds' worth of capital throughout 
the world at this time (1920), takes on a large variety *A 
forms, and exhibits different forms in relation to the same 
subject of exploitation. It is well that this should be so, for 
out of the great variety oi forms and experiments there arises 
an ever widening and improving body of practice and a tnier 
science of industrial government. We may note the same 
variety of development and organization in the processes of 
Nature. Those who are tempted to fancy that there is only 
one good way of doing a good thing should c^tserve the 
infinite variety of the results of the operation of natural law. 
The natural laws are both definite and immutable, but matter, 
whatever it may be, appears, whether in the inorganic or the 
organic, in a bewildering variety oi forms. The reproduction 
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of the species in the vegetable world, for example, is accom- 
plished in a host <^ different ways> but the principle is always 
the same.' 

Thus, also, with the sports of man. Cricket is a good 
game and football is a good game, and both of them are based 
upon the "thing of leather, round," but there the resemblance 
ends. Each game has its own formularies, devised to make 
the best of it, and the rules of neither are the worse for differ- 
ing entirely from those of the other. 

It is merely a confusion of counsel, therefore, either to set 
up some particular set of rules as a model of what industrial 
government ought finally to be, or, on the other hand, to 
attack some particular proposal for the national development 
of a specific industry at some particular period of scientific 
and social development, and to declare that it is inapplicable 
to industry at large. 

Nationalization, in short, is a pnociple, and there is 
nothing vague whatever about its meaning. As for the 
application of the principle, there is, thank Heaven, room for 
much honest and legitimate difference of opinion. 



§ 2 : PROPERTT — Proper and Improper 

To nationalize is to take into public ownership and man- 
agement. It does not follow that, because we think it desir- 
able to nationalize some things, we must nationalize every- 
thing, any more than the desirability of making public taw 
to deal with some things makes it necessarily desirable to 
enact laws to govern every action, or inaction, of mankind. 
As to the kinds of property which it is desirable to take into 
public ownership, we may make a general distinction between 

' Qceenslaud has a Socialist GoveiDment, which after wiimiDg poirei 
was coofirmed in it at a second geneial election. It has published a. lemaik- 
able account of its legislation in a book entitled " Socialism at Work." I 
qnota the following from its preliminary chapter ; 

" Each (Socialist) undertaking is shaped to fit special circumstancei and 
•pedal reqniremeitta. A bold, yet cautious, pdicy of coUecti-re enterprise is 
being made successftit because each problem is approached with an open- 
minded desire to first ascertain all the anirounding facts. Preciaelf the 
same meaos for iocieasing efficieoc; and economy cannot be adopted success. 
fully in any two trades. The principles of Socialism can be applied only 
according to the individual facta of each industry." 
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large-scale industrial plants, which can never in any tnie 
sense be in the possession of an individual person, and the 
articles of perscHial use, OHnfort, and enjoyment, which in 
the real and proper sense may be held as perscxial proper^ 
by en individual. 

This is not to say that, without exception, all things 
of the first class should be nationalized, either now or 
hereafter, or that some things in the second class should not 
be nationalized, either in the present or in the future. There 
is, however, a very clear and l<^ical distinction between the 
two classes which is of very great practical use and value in 
helping us to clear ideas on the subject of property in its 
relation to social pcdicy. 

The literal meaning of property is : DuA wfctcft is proper to 
a person; that which is one's own. The many and increas- 
ing variety of things which come within this definidon are 
the concern of Nationalization, not by way of taking them 
into public ownership, but by way of increasing indefinitely 
the individual pcssession of them. Frcun the point of view 
of property, properly so-called, Nationalization sets no limit 
whatever to individual ownership. It desires to see every 
person well equipped with the comforts and conveniences, 
the implements and instruments, of civilized life. We go 
further and indict the individualistic control of modern in- 
dustry because it has denied pers(»ial property worth estima- 
tion to the great majority of our pec^le, despite the sdentific 
facilities which exist to create such property in overwhelming 
quantities. 

About 700,000 persons die every year in this country, leav- 
ing between them, according to the Inland Revenue authori- 
ties, about ;^300,ooo,ooo, but of this great sum no more than 
about >£io,ooo,ooo is left by about 600,000 of the deceased. 
Further, about 4,000 of the 700,000 leave ;^80o,ooo,goo, or 
twO'thirds of the whole of the property bequeathed,^ 

But these revelations of the graduated Death Duties, 
accusing as they are, do not sufficiently illustrate the p<Mnt 
here at issue. The Death Duty figures relate 10 all sorts of 
property, and not to what we have termed personal pn^rty 
in its proper, or literal, sense — that which is proper to a 
' See the onalyiii in " Riches aod Poverty," 1910, page 59. 
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person; that vhich is one's own. The personal gear in the 
possession of the great mass of our people is of negligible 
value. Let the contents of poor and middling-poor houses be 
examined, or let the household removal of a poor or middling- 
poor family be watched. The contents of the majority of our 
ten million inhabited houses make an insignificant addition 
to any estimate of the national capital wealth, and as for the 
wardrobes of their inhabitants, the less said about them the 
better. The number of houses in the United Kingdom con- 
taining even a tiny library of books is exceedingly small. 
The number of first-class musical instruments in the country 
is at the most a few hundred thousand in a population of 
47,000,000. The number of houses possessing good gardens 
is a very small percentage of the whole, although to provide 
a garden of a quarter of an acre for 10,000,000 houses would 
obviously absorb only 2,500,000 acres out of our total area of 
80,000,000 acres. As for the houses themselves, the number 
which can be termed comfortable, beautiful and well-equipped 
homes in which a wcnnan has the aid c^ adequate appliances, 
and in which there is a decent bathroom, is not more than 
one in forty. 

If we pass on to consider the recreative side of life, then 
we find that the multitude almost entirely lack the gear of 
sport or of physical culture. In the lane in which I live 
there is an excellent school for the sons of the wealthy in 
which a limited number of boys are provided with well- 
equipped playgrounds of many acres, and any day one may 
witness the fortunate scholars, each of them the possessor of 
appropriate personal property, having a good time under the 
instruction of professional players. It happens that this same 
lane is a highway from the festering mean streets of North 
London to Hampstead Heath, and along it one sometimes 
encounters a few of the more adventurous children of the poor 
who are willing to face the long tramp from Islington or 
Holloway ; often I meet near my home some poor urchin who 
has lost his way. To contrast these pOOT children outside the 
railings of Highgate School with those inside, as they stand 
and watch the games which they have never learned to play, 
is to understand the mockery of the assertion that men are 
born free and equal. It is perfectly true that Nature gives 
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every child a fair start,' but the property conditions of Hcrflo- 
wajr and Islington are such that by the time the poor children 
of North London are did enough to go and watch the happy 
boys of Higbgate School, they have been rc4)bed of a great 
part of their birthright. Inside the railings, healthy well- 
built children whose educated accents are pleasant to hear; 
outside the railings, stunted, withered specimens of humaoitv 
lacking, at from ten to fourteen years of age, inches of height 
and pounds of weight which ought to have been theirs, with 
hair and teeth and eyes which too often betray marked physi- 
cal deterioration, and whose voices, three hundred years attei 
the Golden Age of English literature, show that they have 
been denied opportunity to acquire their own beautifuJ 
language. Cricket — the national game as it is hummouslj 
called — they have never properly played. Not one in a hun- 
dred of them has ever owned a decent cricket bat, or learned 
how to use one. They grow up, not to play games, or to 
possess the perscMial property necessary to the playing of 
games, but to be watchers of cricket or football, or to be meaa 
participants in that sportless department of the sport of kings 
which is cherished by the p<^ular Press.* 

It is in view of considerations such as these that the policy 
of National izaticHi appears as a policy to promote the posses- 
sion of personal property. Under a scheme for the national 
organization of production, it would be of the essence oi the 
matter to devote proper quantities of capital, and due alloca- 
tions of labour, to the output of every sort and kind <d pro- 
perty required for the personal maintenance, comiorx, re- 
creation, solace and culture of human beings, from houses 
to clothing, from furniture to cricket bats, from bO(^ to 
musical instruments. It would qualify and enlarge the value 
of these personal possessions by adding a proper output and 
maintenance of things which are of personal use but not 
conveniently of personal possession, such cis parks, playing 
grounds, winter gardens, gymnasia, theatres, concert and 
lecture halls, club-houses, restaurants, picture palaces, danc- 

' See again the verdict of science on this head, page 33. 

* Cherished to such an axtent that it ba« become difficnit to buy a 
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ing balls, and so forth. Things, these, as remarkable for 
their small cost as for the dividends of health and pleasure 
and social content which they yield. For example, the cost 
of planting town and country with a glory of beautiful hardy 
flowering and fruit trees yielding a magnificent harvest of 
beauty and profit, could, given the establishment of State 
nurseries, be accomplished for the price of building annually 
a single war vessel. 

We may now usefully contrast with the goods which are 
pri^>erly personal property the commodities which are in- 
herently unsuitable for ini^vidual ownership. 

While the tools of work were ^mple things, devised for 
and employed by individuals, they could be, and were, pro- 
perty in the true sense. Such tools, the spade, the plane, 
the saw, remain within the category of personal property, 
although they may also be employed in large cdlectiye or 
co-operative undertakings. The greater part tA the industrial 
tocAs of to-day, however, are inherently impersonal things — 
things which have necessarily to be employed by groups or 
communities of persons working upon a suitable collection of 
machines and appliances duly co-ordinated to form a working 
industrial plant. 

If we consider a cotton spinning mill, with its many huge 
expensive and diverse machines; or a boot or cycle factory 
with its minute division of labour between scores of different 
kinds of labour-saving appliances; or an ironworks with its 
gigantic blast furnaces; or an engineering shop with its 
machine tools ; we see that property in its literal meaning has 
no relevance to such undertakings. No man can personally 
own a modem boot factory in the sense that all the com- 
plicated machines in it are proper to kis person, to be used 
by him; it is impossible for a man to "possess" such an 
industrial plant. 

And no man in his senses desires to own personally a 
complicated collection of machinery. He cannot himself do 
any justice to such ownership. He cannot wtKk the machines, 
for to work them requires the skill of hundreds or thousands 
of workers. He certainly cannot desire to live with the 
machines; the necessary clatter of a calico shed, for example, 
is not a thing one desires to endure longer than one can help. 
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To charge a man with the personal ownership of a railway 
from London to Bradford, or <rf a public sewer, «- of a gas 
producticMi plant, or of a coal mine, is to confer upcm him an 
improper obligation. 

The impossibility of individual ownership <A industrial 
plants is, as we have observed in our study of joint-stock 
enterprise, reo^nized even in existing oMiditions. The 
majority of the industrial concerns of the country are owned 
impersonally in fractions by shareowners who, in many cases, 
are so entirely divorced from the undertakings to which their 
shares refer, that they have never seen them and never will 
see them. A man possessing ;fi,ooo can instruct a stock- 
broker to purchase for him ;£i,ooo worth of shares in a great 
industrial concern with a capital of ;f5,ooo,ooo. Having 
made the purchase, the buyer is the l^al propriettu- of a tiny 
fraction of the capital of an enormous business in the affairs 
of which he has, in practice, no voice whatever. So far from 
having it, or holding it, he has no business on the company's 
premises, and would be requested to walk out if he ventured 
into the factory door without a permit from a cranpany 
official. 

The groups of company owners are not even distinct. It 
is not that there is cme group of persons owning collectively 
an ironworks, and another group of persons owning «dlec- 
tively a railway, and a third group owning collectively a line 
of ships. Analysis of sharehcrfders' lists shows that the share- 
owner usually has his eggs in more than one basket. Not 
infrequently a shareowner owns fractions of scores of different 
undertakings, so that dividends come to him as the result <rf 
work done in many quarters of the country at once. Nearly 
all the shares in British companies are held by a group tA 
a few hundred thousand people, a number as large, or as 
small, as we lost by emigraticm in a ^ngle year bef<ffe the 
war without noticing the departure of the emigrants. This 
ill-distribution of shareowning, also illustrated by the facts 
which have been quoted from the Death Duty records, serves 
to accentuate the strange character of this sort of owner- 
ship. 

Mr. Belloc, while acutely conscious of the evils xA our 
capitalist society, contends that property in the means of pro- 
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duction is necessary to the dignity of man.' If that is so, 
then we are a race without dignity, for the means of British 
production are as to nine-tenths owned by a relative handful 
of the population — a group so small that its disappearance 
would not sensibly affect the work of census enumeration. I 
cannot myself conceive how my dignity would be enhanced 
by consciousness of the possession of pieces of paper upon 
which were written such statements as that I was the pro- 
prietor of a hundred fully-paid shares of one pound each in 
a series of London tea-shops where they supply ansemic 
meals to girl clerks; or of fifty fully-paid shares of five 
pounds each in a works where they boil soap; or of ;£i,ooo 
worth of stock in a railway which I am anxious and careful 
to av<Md as much as possible. A sense of shameful obliga- 
tion, and not of dignity, attaches to such ownerships. What 
Mr. Belloc means, of course, is clear, but his meaning has no 
relevance to property in the means of production as it exists 
to-day. He means that it adds to a man's dignity and sense 
of citizenship to own a decent home ; to be in secure posses- 
sion of a plot of land which he tills himself; to own a work- 
shop where his own hand and brain may give expression 
to his individuality. Such forms of owner^ip, or virtual 
ownership, are in no way inconsistent with the public owner- 
ship of the large-scale means of production. We cannot tell 
whether they will always be desirable or desired. Take, for 
example, the question of house-ownership. We do not know 
whether people will ever desire to maintain individual small 
homes, or whet, or if any, proportion of them may prefer to 
live, as some already live, in establishments where domestic 
work is collectively performed. What we do know is that 
as long as people desire to have separate homes and to be in 
actual possession of them, such a wish is directed to a per- 
fectly legitimate form of personal ownership.* I suspect 
that as time goes on, people will probably not desire to be 
be saddled with the ownership of any particular dwelling; 
that they will much prefer to have the t^portunity to change 

' " The New WitneM," Jane 7, 1917. 
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their place of residence more readily than is oompE^ble with 
the private ownership of houses. 

Private shareowning is seen to be, at the best, an eirceed- 
ingly imperfect form of the collective ownership of cajrital. 
There must be collective ownership, for the nature <rf the 
modern instruments of production compels it in s(Hne shape. 
Nationalization would substitute for the co-operative owner- 
ship of the machines of industry by a group, or groups, of 
private persons, the collective ownership <rf the entire com- 
munity. 

Let us endeavour to state with precisi<Hi the ccmtrast be- 
tween the two methods of capital ownership : 

(a) Under the capitalist system the greater part of the 
capital of the country is in the legal ownership of a group 
of about 300,000 persons. These persons appoint, or consent 
to the self-appointment — the tatter being the usual prairtica] 
form which obtains — of, officials possessing organizing or 
technical ability who are responsible to the private indiv-i- 
duals who select them, or who consent to their assumption of 
office. 

(6) Under Nationalization the pet^le as a whole funciicm 
as equal owners of the instruments of production. As to the 
appointment of ofGcials possessed of organizing or technical 
ability to control the means of production, the nation already 
possesses democratic forms of government, and can either 
avail itself of those forms or modify them in many ways that 
suggest themselves to secure at once good and capable con- 
trol, while securing for the actual workers in any specific 
industry a real lot and part in its governance. 

It is difficult to understand how it can be reasonably con- 
tended that under Nationalization it is not possible to work 
out many different forms of industrial oi^anization and 
governance infinitely superior to the arbitrary, irrespfMiable 
and anti-social form in which the capitalist system is cast. 
And let it be observed that there is no question at issue, save 
in a small minority of cases, as hetween national enterprise 
and individual enterprise. Individual enterprise has already 
passed away; the individual captain of indtistry in txir day 
can only act by scraping together, somehow or other, the 
354 

DigizedtyGOOgle 



Of Orders and Freedoms 

money of other people, and by getting them, by some repre- 
sentation or other, to consent to his proceedings.' 



§ 3 : The Gifts of Organization— Opportunity 
The essence of organization is that it makes the gifts of 
the few available for the many. 

It may be a thought hardly agreeable to our personal 
pride, but it is very true that alt the weatth-making ideas of 
any considerable value which have been discovered since the 
world began have been the work of relatively few men. We 
are commonly tempted to forget this and to take pride in 
ideas for which we are ourselves in no way responsible. We 
grow accustomed to the common use of contrivances and 
methods which were invented by geniuses, and we forget 
that, as far as we ourselves are concerned, the contrivances 
and methods would never have existed. 

The germinal discoveries and inventions have been the 
work of a few thousand men, not of one nation but of all 
races; the main developments d the great ideas have been 
the work of a few ten thousands of men ; even if we include 
the mass of minor inventions of any moment, it is probable 
that a few hundred thousands would include all the world 
names worth enumeration as considerable contributors to the 
world's stock of working ideas. The modern man loosely 
associates himself with the bratn power which serves him and 
which he employs, forgetful of the fact that, as far as he is 
amcerned, the steam engine, the electric light, the telephone, 
the railway, the steamship, would never have existed. His 
only contribution to these things, as a rule, is that he uses 
them badly. He has not, very often, s training which 

' " For, mark well," saya Frofeuoi Gide, of Paris Universitj, in hit 
" Ptinciplei," " the altenwUve lies, not aa a rule betweeo State enterprisa 
and lodiutrial enterprise, but between St&te ecterpriM and collective enter- 
prise; and there is no appaient reason why the boarda of administiation tt 
State enterprises — of tha lailways, foi initanc« — should not be composed of 
OS competent men «s are those of the big railway cconpanies. The engineers, 
in any case, are the same in both. State enterprise, no doubt, will not aim 
at profits, bat provided it tries to satisfy the pnbhc, bo mnch tbe belter. 
The ideal of a good economic otganiuiion should be, not profit, but the 
satisfaction of wants." 

See also the study of Officialism in Chapter X. 
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gives him any intelligent knowledge of the scientific dis- 
coveries whidi serve him. He thumps the telephone ; 
searches for a gas escape with a box of matches ; and is quite 
unable to answer the intelligent questions of his own cbildr«i 
concerning such things as a dynamo. Our educational 
methods leave the multitude of all classes without knowledge 
of the powers they possess. We suppress instead of develop- 
ing the wonder of the child, who grows up without under- 
standing either natural law or the work which science has 
done to control it. A locomotive is really not as wcMiderful 
as a flower, and an aeroplane is really not as remarkable as a 
bird. If the child of tfie city in 1920 understands neither 
locomotive nor flower, need we be surprised when we ccmi- 
sider the kind of training which its brain receives? The 
object of education is two-fold : it ts to impart knowledge of 
the discoveries and creations of the best brains that have ever 
lived, and to develop and lead out individual qualities. It 
can do a great deal with average material, and although 
genius is an exceptional gift, the fruit of genius can become 
the inheritance of all. 

It is necessary to realize the exceptional quality of genius 
to understand the supreme necessity for organization. By 
organization we create an intelligent routine which properly 
exploits the ideas which those who use them have not the 
power to originate. Ten thousand men thoroughly working 
a great idea become, in working effect, what they are not in 
reality, ten thousand men of genius. A nation thoroughly 
organized for the production of wealth becomes, in effect, a 
nation in which the discoveries and inventions of dead and 
living geniuses are exercised to the greatest extent possible 
within the scope of the national resources. We have see n 
how, in war, genius was given a chance as never before be- 
cause there was urgent need for munititms. Ideas were given 
a field of endeavour such as had never until then existed in 
our country. Men of great attainment, possessing scientific 
knowledge, were allowed to exercise their gifts upon a scale 
which had never before been conceived. 

The specific charge against Capitalism in this ooonexioD 
is that, even while it has neglected and abused science, it has 
multiplied occupations of a kind which may be designated as 
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sham brain work. The armies of people engaged in the 
manjr unnecessary trades are actually known as "brain 
workers," although their occupations are in reality the denial 
of the proper use of brains. It is a melancholy thing when 
a clerk ruling up the ledger of a redundant mercantile con- 
cern is encouraged to consider his work to be "brain work " 
and, as such, superior to that of a bricklayer building a flue, 
or <^ a carpenter framing a roof. 

The specific advantage of Nationalization in organizati<Mi 
is that it affords the greatest opportunity to brains. In the 
first place it enables us to make the best possible use, on 
the largest possible scale, and therefore with the greatest 
econ<Hny, of the conceptions of the originators, whether dead 
or living, whether native or foreign. In the seccmd place, it 
gives to the worker actually engaged in an industry the 
greatest measure of opportunity and the greatest scope for 
legitimate ambition. Thus, if we take as an example Mr. 
Justice Sankey's scheme for the Nationalization of the coal 
mines we see that a pitboy in England, or Wales, or Scotland, 
could by virtue of it have opportunity to proceed, first as 
member of a Pit Council, second by participaticm in local 
coal government through the District Council, and, third, 
by election to the National Mining Council, to highest honour 
in the State. 

Thus also with new inventions. The present exploitation 
of inventions proceeds without method. If a man conceives 
a new idea he can patent it, but there is no means of e3q)eri- 
menting in it save those which he can secure by persuading 
private persons to risk their money in doing so. The risk 
is, as a rule, very great, and consequently the inventor is 
hard put to it to find people who will give him a chance to 
experiment on a sufficient scale. Because this is so, inven- 
tions often hang fire for many years. Moreover, even when 
an invention is explcnted, it not infrequently becomes the 
monopoly of a firm or of a concern which clings to it until 
it expires, and uses it, not to the best advantage of the in- 
vention, but to give an individual character to the concern's 
production. Thus it often falls out that the best ideas con- 
nected with any particular appliance belong not to one firm, 
but are scattered over a number of firms, so that no single 
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one of them can give the public the best sort erf appliance. 
And this may go on indefinitely because, as the older patents 
expire, new ideas are thought of which again are distributed 
amongst a number of different firms. This is no small 
matter. Any inquirer who cares to visit a Trades Exhibition, 
and to ccHnpare the many kinds of appliances manufactured 
for any purpose, will discover it to be crften true that there is 
no hesi apptiance because of the scattering of ideas of which 1 
have spoken. One production is superior in one patented 
device ; another has a monxqidy of a patent which gives it a 
special advantage in another respect. With a nati(Mial organ- 
ization such as the Navy, no such difficulty exists. We can 
OMnbine in a single war vessel every idea of value that we 
can discover, and we do so. That is why a war vessel is a 
model of efficiency, like the State works at Gretna. 

It is noteworthy that the consideration of economic factms 
on a national scale develops the human intellect by enlarging 
its concepticms. New and wonderful possibilttits emerge as 
soon as we grasp the national scheme of things entire. This 
fact had much to do with the success of the national war 
work, and it accounts for the emergence of great organizers 
in State offices. As long as a man of ability has his ^^re 
of work narrowly confined to the amount of business which 
can be controlled by ;f 100,000 worth or ;£'i,ooc^ooo wcwth of 
capital, under conditions which compel him to work in a 
groove and which are incapable of precise measurement m 
estimation, he cannot give <^ his best. A large part of his 
time must be given to wrestling with difficulties which are 
inherent in his partial undertaking; to the wasteful soluticm 
of unnecessary problems which arise from the conditioning 
of his work in a competitive disorderly society. The same 
man, placed in a position where all the economic factors d 
the case are clearly before him, measured and defined, is rid 
of unnecessary labour and able to apply his ability to what- 
ever of production or supply is necessary in the case. 
National organization means the simi^ification of control and 
the enlargement of organizing power. 
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I 4 : The Gifts of Organizatiok — Power 

But to realize fully the necessity fw Nationalization we 
must understand the wonderful possibilities of national 
organization. 

Many concrete illustrations have been already given in 
these pages of what can be accomplished when power is 
taken to deal with national necessities on a national scale. 
Another may be given here which illustrates the waste of 
effort which we commonly tolerate. During the war the 
Ministry of Food had occasion to investigate the baking of 
breed in Great Britain. It was found that there were 44,000 
baking establishments. Of these 44,000 bakeries as few as 
4,000 bjBkked four-fifths of the bread produced, so that as 
many as 40,000 bakeries made only one-fifth of the entire 
supply. 

So wide was the variation of efficiency amongst these 
establishments that the cost of producing bread per sack of 
flour ranged from as little as 7s. to as much as 27s. It was 
also found that co-operative societies could make a profit 
upon a cost of 7$. per sack. 

The wide variation in cost indicates, and in fact corre- 
sponds to, the difference between the healthy and proper 
making of bread in larg&«cale establishments and the un- 
healthy and inefficient making of bread in establishments 
which ought not to exist in the interests of public welfare. 

It was found that in the conditions stated the nation could 
lake over the entire 44,000 bakeries, continue to employ their 
proprietors and those who worked in them, guaranteeing 
them as good a living as they enjoyed, or a better one, and, 
by the establishment of proper machinery in well-equipped 
worics, give the nation much better bread, on the whole, with 
a saving of from ;f 13,000,000 to ;£30,ooo,ooo per annum. 

But this is by no means to choose an exceptional instance 
of the common waste. When the worst is said of the baking 
trade as it exists, it is, at any rate, a producing trade. The 
units are working, for the greater part, inefficiently, but they 
are working to purpose ; they are producing something which 
ought to be, and must be, produced. Far otherwise is it 
with a host of other occupations which could be adduced. 
aS9 
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Industry and commerce are thick with unnecessary trades 
which, in some cases, are not only unnecessary but hannful ; 
whose existence destroys wealth and creates disease. If we 
pass frcMn bread-making to milk distribution, for example, 
we come to a case in which it is not merely a matter of the 
waste of an enormous amount of labour but the actual large- 
scale contamination of a magnificent food, with consequent 
destruction of life. 

Or if we consider the existence of the gigantic outdoor 
advertising industry, we have the case of a trade which con- 
sumes an enormous amount of material <A various sorts and 
which serves not so much to inform the public as to bewilder 
the minds of the beholders with a thousand OHiflicting notices 
relating to commodities, good, bad, and indifferent. The 
nobler the trade the less it appears on the advertising board- 
ings. The chief despoilers of the beauty of the country- 
side are the quacks, and so blind are we to the real meaning 
of the word wealth that we permit the loveliest <A our scenery 
to be desecrated by notices relating to commodities the chief 
pan of the cost of production of which is the vulgar adver- 
tisements which offend our eyes.' 

The fact that a man appears in the Census returns as a 
producer does not tell us whether his production is eflSdent 
or desirable. The extraordinary statistics of employment 
already referred to (page 21), bad as they are, are an imperfea 
mdication of the misemployment of our people and the dis- 
graceful waste of invention and labour power. A miner gets 
coal to have that coal either partly wasted by inefficient em- 
ployment in good and useful industry, or altogether wasted 
to produce power for the making of unnecessary or objection- 
able articles. The bricklayer works upon a useful vrall, but 
it may be used to enclose, not a space devoted to necessary 
organization or the comforts of a home, but the altogether 
redundant offices of the ten-thousandth entrant into an un- 
necessary middleman trade. 

' Jost befoia the wax & Select Committee tai Patent Medicines presented 
to PailioineQt *. scftthjiig report oo the subject It coita only 3d. sad ■boold 
be bought b; cyeiyone who deiirei to nndetatand whKt conuneicislisn at its 
worst ia capable of. The official nmnber al the pspei is 414 of 1914. A very 
useful treatise oo the patent medicine trftde is " Secret Remedies, Whjit tbe;f 
Cost and What they Contain," publiibed bj> the British Uedical AoociAtioa, 
439, Strand, Loiulon, W.C Price, la. 
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It is true that in the first taking over of an industry which 
is inefficient and surrounded by redundant trades, we are 
compelled in proper regard for individuals to continue for 
some time unnecessary and wasteful employments. Never- 
theless, as has just been shown in the case of the bread 
industry, we can, by organization, effect immediately a great 
econ<Mny, and, as time goes on, we can increase the econ<xny 
as it becomes possible to use labour to increasing advantage ; 
the natural growth of the industry absorbs the wasteful 
elements in useful work, and transforms them from non- 
producing into producing agents. 

In as far as trust oiganization effects economies in labour 
power, not for the public good but for the benefit of a body 
of shareholders, the process is often an exceedingly cruel one. 
Take, for example, the too familiar case of the multiple shop 
company, driving into despair and bankruptcy the indepen- 
dent and respectable, if redundant, shopkeeper. I have had 
some very pitiful communications on this matter from men 
such as chemists who, after having spent a lifetime in a 
respectable and responsible profession, find their incomes 
raided by joint stock enterprise. The nationalization of the 
medical profession would absorb the pharmacies and raise 
the status of the professional chemist who is now degraded 
by commercial competition with the vendors of soaps and 
powder-puffs, and who is ctmipelled, through newspaper and 
outdoor advertising, to stock and to sell quack medicines of 
a useless or even deleterious character.' 



§ 5 : The Gifts of Organization. — Freedom 

If organization offers priceless gifts in the production of 
wealth and in the enlargement of human opportunity, it is 
no less remarkable for the degree of individual freedom which 
it offers in our time. 

* Examples culled ftcMu th* Report on the Select Coaunittee on Patent 
Medicinet: 

" It nerei fails to core cuiireroiu nlceri, syidiili* . . ."— Advt of a quack 
mixttiTe which cost 1.3d. and was sold for as. 9d. 

" Cores Bright's disease." — Advt. of a qoack mlature made of lugar 

Qualified dhamists baie to stock sndt stufi aa this or go out of bnainest. 
a6i 
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We have seen the price of civilization to be continuous 
labour exercised in contrc^ of the laws of Nature. The ccm- 
ception of progress is sometimes challenged, and we are asked 
to consider whether it is really worth while to ^ on increasing 
the number kA our wants, and consequently, the exertion of 
labour required to satisfy them. I have endeavoured to show 
that the pain and unfruitfulness of modern work are not the 
fault of science, but the fault of the degradation and abuse of 
science which arises from applying to its expIoitaticHi the 
mean incentive of individual profit. If the demctfistratimi is 
accepted that the greater part of the work now done is wasted 
through abuse, it follows that in national organization lies 
the path to the plentiful satisfaction of human wants. And 
scHnething more than that is true. 

Given national organization, the powers at our disposal 
are so great that the requirements of a high universal standard 
of comfort can be secured in a very short working day. It 
is not a marginal saving of labour which we can make, but 
a gigantic saving. With the aid of the best known power 
appliances and the most up-to-date machinery and methods, 
there is no doubt whatever that the working power of the 
adult population could adequately sustain the entire com- 
munity in a five-hour working day. Thus oi^anization could 
set free the individual for the greater part of the day. 

The importance of this consideration will appear when 
it is remembered that much of modern work is necessarily 
of a tedious description. Ii is the penalty of the use of clever 
machinery that it often creates monotonous employments. 
The shortening of the working hours in such emplojmEients 
is a matter of great social importance, but more than that is 
involved in these considerations. 

It has been already pointed out that Nationalization does 
not necessarily involve universal Nationalization, even of 
productive or distributive work. It is not difficult to owi- 
ceive that when, by organization, we reduce necessary work- 
ing hours to five or six per day, we make it possible for the 
individual to engage himself, if be cares to do so, in occu- 
pations which become, in many cases, the means of recreation. 
Thus many individual crafts would c(Hne to be embrndered 
upon the main national organization for work. 
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Another avenue of freedtHn would be (^ned in the change 
of occupaticm that would be possible in a properly organized 
society ; Uiere would be no difficulty in making arrangements 
for transfers from one industry to another, such as are rarely 
possible under existing omdttions. Nor, as between organ- 
ized States, would there be any insuperable difficulty in 
arranging for workers to proceed abroad either to take up 
permanent residence or by way of a temporary adventurous 
visit. It would only be a matter of opening registration 
offices for those desirous of making permanent or temporary 
changes. There is great scc^k for the widening of freedom 
in this respect; we are too ^t, in talking of such matters, to 
treat the whole nation as though it enjoyed the freedom now 
possessed by the few who have what are called "independent " 
incomes; as things are, for the great majority there is no 
possibility of travel or of adventure. 

The existing order of industry is justly denounced as 
incompatible with freedom, and those who seek to reform it 
are not unnaturally anxious that in any forms of industrial 
organization and governance which are established the 
greatest possible measure of human liberty and the greatest 
possible degree of individual expression shall be secured. 
Where, as in Queensland, a Labour Government is in power, 
the minds of the workers do not concern themselves so much 
with the element of industrial self-government. When the 
ordinary democratic forms are not under the control of vested 
interests, one can understand the workers in an industry 
being content with those forms as sufficient to give them in 
essence a true Industrial Democracy. In Britain, however, 
governing powers have so long bowed before vested interests, 
and vested interests have so well established themselves as 
the real government of the nation, that many of those who 
frame schemes of Nationalization are at particular pains to 
ensure the application of the principle of democratic industrial 
control. Moreover, and apart from this consideration, the 
principle that those working in an industry should play an 
effective part in the ccmtrol of their work is inherently good 
and desirable. Pride in work and social responsibility in 
work cannot be hoped for unless the man who works has a 
real lot and part in his industry. There were some fine words 
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in the Interim Report of the Coal Commission of 1919 * on 
this subject. Mr. Justice Sankey and three of his colleagues, 
re^>ectively a steel manufacturer, an engineer, and a ship- 
owner, said: 

"/turn the inierests 0/ ihe country that the colliery worker 
shall in the future have an effective voice in the direcHon of 
the mine. For a generation the coUiery worker has been 
educated socudly and technically. The result is a great 
national asset. Why not use it? " 

And if we turn to the Final Report of Mr. Justice Sankey, 
we see that he recommended the Government to put this 
principle into practice in each part of the natic»ial organiza- 
ticMi which he suggested. The mine, like a ship, is a thing 
where lives are not infrequently put to hazard. It demands, 
therefore, the captaincy <rf a responsible manager, who must 
be obeyed implicitly in the moment of danger. It is all for 
the good of the miners and the mine, however, that, as Mr. 
Justice Sankey recommends, the workeis should elect a Pit 
Council, or Committee, to consuh with the manager as to 
the general work of the mine. "The object of this part of 
the scheme," says Mr. Justice Sankey, "is to take advantage 
of the knowledge of the workers by allowing tbem to sit on 
the Councils for the purpose of advising the manager and to 
give them an effective voice in all questicms where their own 
safety and health are concerned." ' 

Such an association is not, as some people lightly imagine, 
incompatible with a true discipline. A cricket eleven do not 
obey the captain because they are his paid subordinates, but 
because they respect his authority. Freedom and captaincy 
are compatible. 

Mr. Justice Sankey's scheme also provides for the man- 
agement of the coal-mining industry by districts, each dis- 
trict being governed by "a council of fourteen, upon which 
there is equal representation for the miners, for the con- 
sumers, and for the persons acquainted with the commercial 
and technical side of the industry." Here, again, the element 

' iDterim Rqmct of the Coal Industrv Commiuioa, Uuch ao, iqiq 
(Ond. 84), par. XV. 

The number of cuiulUe* is our coat nunes per umum is : Killed, abont 
mud) gieatei. 



1.400; wounded Mifficieotlj to prevent working for seven dm;i or upwards, 
about 160,000. The number of minor injoriet is *■ '— 
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of democratic control plays its part. The miners themselves, 
through their trusted representatives, are offered an honoii> 
able part in directing the industry. The men woriiing in 
the pits of the district can thus feel that they have en effective 
voice both in the mine itself and in the directicm of the entire 
coalfield. 

Finally, the Supreme National Mining Counal, estab- 
lished to advise the Minister of Mines, is elected by the 
District Mining Councils, and its standing committee id to 
cMisist (A eighteen members, of whom "six shall represent 
the wfvkers, six shall represent consumers, and six the 
technical and c<Hnmercial ade of the industry." 

Thus, the voice of the workers is made effective in the 
National Council as in the Pit and District Councils, and ttw 
working miner can rise, as he cannot now rise, to a position 
of great honour and re^wnsibility in the State. Who that 
is unprejudiced could fail to prefer such a system to the 
prodigal processes which deny full opportunity to the mining 
engineer ev«i as they deny industrial freedom to the worker, 
and which now waste the national substance ? * 

It is of no small intere^ that the voice of the commututy 
is also made effective in these proposals. The association of 
mining capitalists has squandered a large amount of money 
recently, on the hoardings and in the new^>apers, in oppos- 
ing Nationalization in advertisements in which the wcH'ds are 
reiterated: " Nattona1ization~-the Consumer Pays." As a 
matter of fact, the consumer, from the days of the beginning 
of the "limitation of the vend " down to the days of the 
Great War, was never allowed a w<H'd to say in defence of his 
interest in the matter. He had no more freedcnn than the 
miner in respect of a>al. During and after the war the 
Government very properly took charge of coal prices, as we 
have seen, and by that control, as was admitted again and 
again by coal merchants and colliery proprietors at the Coal 

' UnfortnsBtd; the miae owneiB fonnil tfaanMlvM unable to concede v 
hhkIi liberty to the minen. Giving eridence to the Cod CaminiMioii nt 
behklf of ttaa collien pioprirton. Lord Gainford Mid ; " I am Mithorued 
to B>j, on btbaU <d the Mining ABKxdattoo, that U owneri are not ta be 
left comi^ete ezecotive ixaOci tbey » " " 
d canning on th« indnatrT, and, t 
ditaatrotu to ih« conntr^, the; fed tbe^VonU'in nch event be diiven ts 



e£ canning on th« indnatrT, and, tboagh.they ragaid natlon^sation aa 
1 (nfaii 
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Commission, the consumer was saved, at a trifling cost, an 
enonnous sum of money (page 123). The Sankey scheme is 
as much in the interests of the consumer as of the producer 
when it g^ves each of these the freedom of the coal trade- 

The conception of Industrial Democracy need not divorce 
trade from trade, or erect trades as States within the State. 
The idea of a trade as a Guild or self-governing club may be 
so conceived as to ennoble its work and to create within it a 
sense of social responsibility to the community as a whole. 
It should not be forgotten, however, that modern methods of 
work are very different from those which the Guilds of 
Florence knew, and that scientific advance is so rapid that 
anything done to prevent the mutation of trades, or even 
their abolition, would be a great loss not only to the com- 
munity at large, but to the Guild members as individuals. 
We suffer greatly under commercialism because industries 
do not react with sufficient speed to the new methods of the 
inventors ; industries become crystallized in forms which make 
an existing routine of work superior to the interests of the 
community and an injury to those who practise them. It is a 
major mischief of the capitalist organizati<Mi of Society that 
the capitalist trade is at every point tempted to r^ard itsdf 
as an independent interest with which the community, or the 
community's elected government, has no right to interfere. 
In reconstructing industry we can avoid the creation or per- 
petuation of vested interests. It would be better for all the 
citizens employed in an industry to own it in common, and 
to be put upon their honour to make it serve the community, 
than for the present forms of irresponsible ownership and 
management to continue, but we can do better than that. 

We can vest ownership in the community at lai^e, and 
we can give the Citizen — 

(i) A direct and special part in the general governance 
and practical working of his own industry, and 

(3) An indirect part in the general governance of all 
mdustries. 

Under the first of these provisions the worker becomes a 
Guild Member, charged with honourable responsibility in 
his own craft. His sense of industrial freedom lies in the 
consciousness that what a free nation owns in common is 
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administered by men of his own election, associated with 
community representatives, and that the management of the 
trade in detail is committed to the trade and to the honour 
of the trade. 

Under the second provisiiw the worker functions as 
Citizen, jointly responsible with others for the general good 
government of industry. His sense of free citizenship is 
enlarged. He is encouraged to regard his own tracte not as 
supreme above all others, but as one essential factor in many 
ccmtributing to his own and the general happiness and 
comfort, 

A miner produces coal; a railwayman produces traffic 
services; each of these has direct interest in the conditions 
of his wcH*!! and its technical excellence; each of these, again, 
is very nearly concerned in the work and progress of the 
other, and also in the building, textile, metal, wood- 
working, and other trades, which yield him the greater part 
of the comforts he enjoys. The Citizen is a c<»isumer as 
"well as a producer. 

A man is or ought to be much more than a member c& 
a Trade Guild engaged in producing coal or iron or soap. 
He is a Citizen, and as such should have an effective voice 
in general trade development, and not al<»ie in the affairs 
of Che work in which he is himself engaged. In such a form 
of management as that suggested by Mr. Justice Sankey for 
the Coal Industry, the community would be represented upon 
the central and district coal controls, and by so much the 
CfMnplete self-government of coal by coal workers would be 
the less. But, on the other hand, the coal worker, as a 
citizen, would by virtue of the same form of contixtl — the 
precise detail is a proper matter for discussion — know that 
the conditions of movement on the railways would not be 
settled without the active participation in railway manage- 
ment of men standing for the general public interest in 
cfHnfortable and convenient railways. 

That does not mean that a community representative is to 
take part in the councils of an individual mine or in the man- 
agement of an individual workshc^i — imtf management is for 
the trait itself. It means that the general conduct of the 
industry is a matter in which both the trade and the com- 
367 
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fflunity should join. Thus the premier ref<»Ki of industrial 
life would oonfer a double pt-ivilege upcm die indiTidual 
worter. It would give him a direa vmce in the ordering <rf 
bis own trade and an indirect voice in alt trades. It would 
help him to a sense of perspective and propwtimi in Fetation 
to his particular industry. 

Whatever the steps we take in national reconstructioo, 
our oxicepticHis of industrial order, if they are to serve the 
legitimate aspiraticHis of a new epoch, must have r^ard not 
merely to the satisfaction of material wants, important as thc^ 
are, but to the consideration that man does not live by bread 
alone. The conditions of h(Hiounible employment must be 
created; such conditions are inoMnpatible with the sale of a 
man's time under a wage system which exchides him from 
social respcHisibility for the processes or results of his labour, 
and which makes him a mechanical detail in fui industrial 
plant owned by a scattered body erf private irresponsible 
proprietors who know neither him nor each other. Ihit 
capitalistic system has treated men as machines, without 
allowance for as much as costs of depreciation. The 
wreckage of the machines, being reported upon as never 
bef<He in consequence of the war, appears in the statemoit 
that of every nine machines sis are not in good cKxler 
(page 30). The shameful record, after inadequate comment, 
has been thrust away out of sight, but the causes which 
produced it are still in active operation all over the country. 
We must not let the thing go on. War must be made upon 
the under-production, the ill-distribution, the unemployment, 
the physical deterioration, and the disease, which give us no 
more than three sound men in nine. And, happily, the 
scientific conditions of decency and order which spell release 
from poverty also spell freedom. 

Through order alone is the greatest possible measure of 
freedom to be attained, and to be attained not for a caste but 
for all. Our existing civilization is an unscientific striig^^ 
in which we deprive ouraelves of liberty through lack of 
oi|ranization. It is a profound mistake to suppose that, 
either in ^x>rt or in the business of life, happiness and 
freedom are to be found in playing a game without otganiza- 
ticm and without rules. 

a68 
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It is the law of the game which makes cricket. In playing 
it we freely give obedience to strict rules, and win our free- 
dom and pleasure out of them. We enjoy the game because 
'we know that, if we are bowling, the batsman will not be 
allowed to appear with a bat fourteen inches wide and to plant 
it in front of the stumps. Equally, if batting, we know that 
we shall be bowled at, and that the bowler will not be allowed, 
in the name of individual enterprise, to run half-way down 
the pitch and throw the ball at us. Not until the economic 
processes are governed by similar conceptions of rational 
organization will the game of life be thoroughly well worth 
while. A game without rules is not cricket and not worth 
playing. 
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